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Are Consistently 
Preferred by . 
THOSE Who KNOW! Gp oumeeune 


Why do thousands of gas heating experts, year after year, pick Barber 
Conversion Burners for their customers. Because, in actual service, Barber 
really delivers the goods! Barber has never sold on fancy frills, tricky 
engineering, or dolled-up design at the front end of the furnace. It's what 
goes on inside the furnace that interests Barber—and interests its users. 
The patented Barber impinged jet, the vacuum pre-mixture principle, and 
the intense, direct scrubbing flame application to heating surfaces—these 
fundamental Barber concepts are still unequaled in the history of conversion 
burner design. 


Barber has adopted every detail of advanced combustion engineering, 
when proved in service, and not before. Barber has been conservative, yes 
—but also safe and sound, and has thereby won and kept the approval of 
eminent gas authorities and foremost utilities. We value this approval. We 
pledge our best efforts to keep Barber at the TOP among all gas conversion 
burners. 


For ease of installation, TOP performance, and sheer heating efficiency 
—BARBER is the grand-daddy of them all! 


Barber is the pioneer specialist in the de- 
sign and development of every type of 
burner unit for all gas appliances, and 
freely offers its engineering facilities for 
your use. Ask for complete Catalog show- 
ing all Barber products. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Of 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Executive Editor * Henry C. Spurr . 
Editor « Evtswortn NICHOLS 
Managing Editor * Francis X. Wecu , 
Associate Editors * New H. Durry 


° Donatp E. Rosinson 


Bloese Utilities | 


GeraLtp M. WHITRIGHT 


Financial Editor * Owen ELy FO RTN. Ti G HT TLY 


Assistant Editor * M. C. McCartuy 


“ Votume XLIII MARCH 31, 1949 








ARTICLES 


Our National Economy and the Electric 
Utilities Winthrop W. Aldrich 


Gas Industry’s 4-year Outlook Herbert Bratter 


California Bursts Its Utility Buttons. 
UT ekesethccihcergnadiatiak abana James H. Collins 


Increasing Power Expansion—A Look 
Marion Hammett 


FEATURE SECTIONS 





Washington and the Utilities 

Exchange Calls and Gossip 

Financial News and Comment 

What Others Think 443 
The March of Events 449 


Progress of Regulation 455 


PusLic Uritities FoRTNIGHTLY .. 
stands for Federal d state regu- ° ogo. ° 
lation of both privately owned and Public Utilities Reports (Selected Preprints of Cases) .... 462 
operated utilities and publicly owned 
me couetes —, on é fair = 2 
hondiscriminatory basis; for nondis- i i 
eriminatory administration of laws; © Pages with the Editors... 6 ® Remarkable Remarks .... 1 
or equitable and nondiscriminatory habe = 
taxation; and, in general—for the per- @ Utilities Almanack 397 © Frontispiece 
=~ of the 7 eee sve 
tem. It is t : i 
cretion pemacram tothe Industrial Progress... 21 © Index to Advertisers ... 32 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; Pusuic UTImirties REPorTS, INc., PUBLISHERS 
it is not under the editorial supervi- 
ot -_ does eae ol ym oe Publication Office ........++ nisin ais dns ibd CaNbDLEeR Bipc., BaLTm™ore 2, Mp. 
: , any organization or associa- 

The editors do not assume re- Executive, Editorial and Advertising Offices .. MUNSBY BLDG., WasHINGTON 4, D. C. 
ao jad = opinions expressed Entered as second-class matter April 29, 1915, under the Act of March 3, 

— 1879, at the Post Office at Baltimore, Md., Dec. 31, 1936. Copyrighted, 
1949, by Public Utilities Reports, Inc. Printed in U. S. A. 
$1.00 a Copy 


26 Issues @ Year Address all communications concerning the FORTNIGHTLY fo the 
Annual Subscription Price $15.00 publishers at Munsey Building, Washington 4, D. C. 
3 MAR. 31, 1949 








Public Utilities Fortnightly 


March 31, 1949 


IF THERE EVER WAS A JOB 





FOR SPECIALISTS Z/P (S07 / laa 


Prefabricated Piping from GRINNELL 


assures you QUALITY 


Grinnell interpretive engineering, metallurgical 
research, specialized facilities, skilled personnel and 
rigid inspection, assure delivery of pretested and certi- 
fied piping sub-assemblies which meet all governing 
code requirements. 


Prefabricated Piping from GRINNELL 


assures you LOCU/GMMY 


One source for design and fabrication. Coordination 
of shop production under ideal conditions. Predeter- 
mined but flexible delivery schedules. Elimination of 
waste by paying only for finished assemblies. Reduc- 
tion in field assembly time. 


GRINNELL COMPANY, INC. Providence 1, R. 1. 
Branch warehouses in principal cities. 
Pipe Fabrication Plants: Cranston, R. |.; Warren, Ohio, 








--- 


w 
Heating Alloy Steel Piping 4 
Preparatory to Bending== 


Many of the alloys developed for high-pressure, 
high-temperature services and for corrosion- 
resistant applications are susceptible to loss of 
their valuable properties within certain tempera- 
ture ranges as a result of excessive changes in 
metallurgical structure, surface oxidation, heat 
shock and cracking. 

Only furnaces equipped to maintain accurately 
the specified temperature of the pipe are capable 
of retaining and safeguarding the metallurgical 
properties which dictate the choice of material. 

Grinnel!’s modern pipe fabrication equipment 
includes specially designed gas-fired radiant heat 
furnaces, with such features as strategic location 
of multiple burners providing uniform temper- 
ature distribution and preventing harmful flame 
impingement, close temperature and time con- 
trols, automatic regulation, recording instrumen- 
tation and car loading. 


S INVOLVED 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securities—grant conversion 

privilege for convertible bonds, ete.—can you feel con- 

fident that your stockholders will support management’s 

recommendations with adequate votes of approval—on 
time? 


Such an important meeting frequently merits pro- 


vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We-.invite your inquiry for additional 
information. 





National or Sectional Coverage 


» 4 


DUDLEY F. KING 





Associates: JOHN H.C. TEMPLETON + CHARLESA.NICHOLLS «+ PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &5, NEW YORK 











E report in this issue, with editorial 

fingers crossed, some details as to 
the recent recommendations of the 
Hoover Commission on organization of 
the executive branch of the government, 
with special reference to the Hoover 
group’s suggestions for the Federal regu- 
o- commissions. See pages 429 and 
433. 


THE crossed fingers’ angle results from 
a somewhat cynical foreknowledge that 
Congress in its wisdom may not pay too 
much attention to the good work the 
Hoover Commission has done in finding 
out what is wrong with our present or- 
ganization of Washington bureaus and 
how the pattern might be improved, For- 
mer President Hoover himself has 
warned us to expect opposition amount- 
ing to “100 per cent” of all Federal agen- 
cies affected in the series of reports sub- 
mitted by his commission, Mr. Hoover 
told a luncheon meeting of radio execu- 
tives in New York city on March 11th 
that the government had come to a 
“Gulliver’s estate with threads spun 
around it until it had been rendered al- 
most helpless.” 


“THIs is probably the last chance we 
have to free it from its bonds,” he de- 
clared, “Everyone and every department 
affected by our proposed program vigor- 
ously applaud reforms in every branch 
except their own. By the time it is all 
over we expect an aggregate of 100 per 
cent of those affected to resist reforms.” 


WaRNING that the commission de- 
pended on public opinion to bring about 
the proposed reforms, Mr. Hoover said: 
“We've already felt the bites of the grass- 
hoppers. They’ve appeared throughout 
the country and we have to fight them 
off.” Following his talk, Mr. Hoover said 
that his commission was virtually finished 
with its work, with the exception of a 
summary which is expected to be drawn 
up at the commission’s next and final 
meeting early in April. 
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WINTHROP W. ALDRICH 

< - author of the leading article in 

this issue is WINTHROP W. ALp- 
RICH, chairman of the board of directors 
of The Chase National Bank of the City 
of New York. This article is, in effect, 
the substance of an address made by Mr. 
Aldrich at a dinner sponsored by the 
Westinghouse Electric Corporation at 
the Hotel William Penn, Pittsburgh, 
Pennsylvania, the evening of February 
16, 1949, 


Born in Providence, Rhode Island, on 
November 2, 1885, Mr. ALpricH gradu- 
ated from Harvard University (’07) and 
Harvard Law School (’10), and prac- 
ticed with the New York city law firm 
of Byrne, Cutcheon and Taylor. During 
World War’ I he served as a Lieutenant 
in the U. S. Naval Reserve before re- 
turning to law practice as counsel for the 
Equitable Trust Company, In 1929 Mr. 
ALDRICH was elected president of the 
Equitable Trust Company and became 
president of Chase National when Equi- 
table was merged with that institution the 
following year, He has been chairman 
of the board since 1933. 


Mr. Avpricn’s active banking career 
has brought him into close contact with 
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NORWALK Products are Stocked 
at ll Factory Branches 








® San Francisco Pittsburgh 


Los Angeles 
Washington 


Minneapolis 

®@ Philadelphia 
Chicago : 
Detroit 


Cleveland 


@ New York 


@ Boston 


Service Shops in Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 
SOLE MANUFACTURERS 


CONNELLY 








VALVES © REGULATORS «© GOVERNORS GOVERNORS © VALVES © REG 


GAUGES e N.50 INSPIRATOR GAUSES @ MERCURY LOADERS 
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various branches of the public utility in- 
dustry, including telephone and electric 
companies. He is the former president 
of the International Chamber of Com- 
merce, and during World War II served 
as president of the National War Fund 
and the British War Relief Society in 
the United States. For his war work he 
has been decorated by the governments 
of Great Britain, Holland, Belgium, 
Luxembourg, and France. He. has re- 
ceived the United States Medal for 
Merit from Secretary of War Patterson 
and the honor of Knight Commander 
of the Order of Pope Pius IX with 
Star. 


. 2s & 8 


Spe BRATTER, whose article 
on “Gas Industry’s 4-year Out- 
look” begins on page 407, was born 
in New York city in 1900 and was edu- 
cated at the City College of New York, 
and Columbia University School of Busi- 
ness. He has had wide experience in in- 
ternational finance and export matters, as 
witnessed by his service in China, Buenos 
Aires, and Tokyo, where he served as 
assistant commercial attaché to the U. S. 
Embassy in 1934, He has been a special 
lecturer at the Georgetown University 
School of Foreign Service, and has 
served as Washington correspondent for 
various foreign and domestic financial, 
banking, and business publications. His 
present residence is in Washington, D. C. 


HERBERT BRATTER 
MAR, 31, 1949 


Wwe the news came a few days 
ago that a couple of daring desper- 
adoes had held up the “Ambassador,” 
crack Baltimore & Ohio train between 
Washington and Detroit, there were a 
number of raised eyebrows over the very 
idea that such a thing could happen in 
this day and age—especially in the East. 


IMAGINE our surprise, after consult- 
ing a research column of the ancient 
and honorable Baltimore Sun, to learn 
that it is not necessary at all to disturb 
the spirits of the James boys to find 
precedents for train robbery, This crimi- 
nal art has evidently been practiced much 
more recently and frequently than is gen- 
erally supposed. 


In October, 1923, three bandits 
halted a Southern Pacific train in a tun- 
nel near Ashland, Oregon, dynamiting a 
mail car. And in June, 1924, near Chi- 
cago, a score or more of men robbed the 
mail clerks with gas bombs, taking mail 
sacks containing $100,000 from the Chi- 
cago-Milwaukee Express. It was in June, 
1929, that the engineer of a Southern 
Pacific train in California was shot and 
his passengers hijacked. 


But if the objection is made that the 
B&O robbery, happened in the East 
within a hundred miles of the nation’s 
—_ consider.ithe fact that in 1924 
$37,500 was taken from the mail car of 
a Norfolk & Western train near Peters- 
burg, Virginia. And in January, 1925, a 
lone train robber got $10,000 out of mail 
cars on the Long Island Railroad. Final- 
ly, in February, 1929, another lone bandit 
held up a New York Central train near 
Herkimer, New York, rifling the pockets 
of passengers and departing with a vol- 
ley of shots. Obviously a lot of ghosts 
nearer to the present than that of Jesse 
James can be invoked, 


THE next number of this magazine 
will be out April 14th, 


Te Getic 
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fast» economical 
point-of use 
record copyimg ! 


the New 


record DEXIGRAPH 


Now you can easily photocopy business rec- 
ords right where they are used—and do it 
faster, simpler and in a wider range of sizes 
than ever before. 

You can roll the new Record Dexigraph 
on casters from one department to another— 
wherever your records are located. It plugs 
into any standard electrical outlet. No plumb- 
ing or special wiring is required. Developing 
is an independent operation. 

You can copy records up to 934” x 14” at 
same size or at any of five reductions. Larger 
records up to 14” x 17” can be copied at 
smaller sizes for easier handling and filing. 

You can make up to 300 exposures an 


_.- convenient 


hour. No previous experience is necessary. 
Positive adjustments and an automatic timer 
make it simple to operate the Dexigraph. 
Every copy is completely accurate, proof- 
reading is eliminated. Paper pre-cut to stand- 
ard sizes reduces costs to a minimum. 

To find out exactly what the Record Dexi- 
graph can do for you, write now for your 
free copy of our new illustrated booklet. 
Photo Records Div., Room 225, Remington 
Rand Inc., 315 Fourth Ave., New York 10. 





Reminglon Rend 


FOR GREATER BUSINESS EFFICIENCY—USE PHOTOGRAPHY 
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Coming IN THE NEXT ISSUE 


* 


BUBONIC BUDGETS 
Are the people so bewildered by the intricacies of modern 
society that they have become susceptible to a dangerous 
ideological infection by a tiny minotity of subversive sabotagers? 
Lane D. Webber, vice president of Southern California Edison 


Company, is optimistic that no real harm can result as long as 
we are alert to the need for "'pest control'’ with respect to grow- 


ing government budgets. Needless to say, public utility indus- 
tries are in the front trenches of any such campaign to resist a 
subversive invasion of our American plan of life. 


THE NORTHWEST POWER PUZZLE 
Charges of federalism, Socialism, private monopolies, and home- 
rule politics are being tossed around in the wake of President 
Truman's recent request for congressional legislation setting up 
a Columbia Valley Authority. Here is a spot analysis by Tom 
Humphrey, Oregon newspaper editor, of the various conten- 
tions involved in the Northwest power problem. 


TRANSPORT PROBLEMS IN WESTERN EUROPE 
As a British delegate on the Central Rhine Commission, and 
British member of the Transport and Communications Commis- 
sion of the United Nations, Brigadier General Sir H. Osborn 
Mance (Ret.) has made a close study of the transport situation 
in Western Europe, with particular reference to the possibilities 
of the more recently proposed "Western Union." 


ODDS AND ENDS IN UTILITY NEWS 
Along the lighter side, there are many news items about things 
which happen in the course of a day's work in the public utility 
business which bring a laugh to those who hear about them, if 
not to those who experience them. Harold Helfer has made 
an amusing collection of such items. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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fu mean you build 
trucks just for 


PUBLIC 
UTILITIES ? 


That’s right, mister! 
From 248 basic chassis models, your Dodge 
dealer will recommend a “.J0b-Rated” truck that 
will fit all of your requirements. 
Your Dodge “Job-Rated’’ truck will fit the size 
and type of your loads . . . and your operating 
conditions. It will be ‘‘.Job-Rated” throughout to 
give you maximum economy, dependability, 
and long life. 
Every ‘‘Job-Rated’’ 
truck has the right one 
of 7 “Job-Rated” truck 
engines ... for top effi- 
ciency and greatest 
economy. Every other 
unit .. . from engine to 
rear axle . . . is engineered and built to fit your 
job, save you money. | 
Let your Dodge dealer tell you the whole “‘Job- 
Rated”’ story. You'll quickly realize his story 
makes sense! And remember . . . only Dodge 
builds “Job-Rated” trucks. | 

















fr the god of your bsineS Dob Raite 
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Babel CEuke 


“There never 


James E,. Murray 
U. S. Senator from Montana. 


B. C. Fores 
Editor, Forbes Magazine. 


Cuares E. WILson 
President, General Electric 
Company. 


Netson A. ROCKEFELLER 
Former Assistant Secretary 
of State. 


‘Cuester-H, LEHMAN 
Executive vice president, Blaw- 
Knox Company. 


Husert H. HuMPHREY 
U..S. Senator from Minnesota. 


Watvace F. BenNETT 
President, National Association 
of Manufacturers. 


Eric JOHNSTON 
President, Motion Picture 
Association of America. 


Epiror1AL STATEMENT 
The Wall Street Journal. 


Nicuotas E. Peterson 
Vice president, First National 
Bank of Boston. 
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was in the world two opinions alike.” 


—MonTAIGNE 





“No one wants to have the government in business.” 


* 


“If you lean on others, expect to suffer lean years.’ 


) 


> 


. in the long run labor can gain only as American 
industry itself continues to prosper and expand.” 


“ 


* 


“The best interests of democracy and of free society, 
including all of labor, are tied up with Capitalism.” 
* . 
“The threat to use taxation as a weapon against suc- 
cessful business is a very real danger to the whole econ- 
omy.” 


5 


“Tt is the task of liberal government to raise the whole 
level of human existence and to nourish the dignity of 
the human being.” 


> 


“The best friends free enterprise has are those who 
know the most about it. The place to start to get this 
knowledge is in one’s immediate surroundings.” 


* 


“I urge American businessmen to recognize the eco- 
nomic facts of life. They no longer have the power. It is 
in the hands of the worker, the farmer, and the house- 
wife.” 


* 


“Raising wages without raising selling prices would be 
the neatest trick of the year, if it could be done without 
putting a great deal of the country’s business out of 
business.” 


* 


“We are in the nip-and-tuck stage of the economic 
merry-go-round with the government supporting business 
and business supporting government. A bad jar or false 
step and both government and business could take a 
tumble.” 
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One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material ... the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface ... extend only part way through the 
plate... are staggered on opposite sides. The 
active material . . . sponge lead . . . is formed of 


Public Utilities Fortnightly 


LW -LOE MN battery 


for dependable CENTRAL STATION SERVICE 


“Exide” and “Permanised™ Reg. Trade-Marks U.S. Pat."O7. 


vertical strips or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 


The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL CHARACTERISTICS... INCREASED POWER 
(watt) OUTPUT PER UNIT OF SPACE... LESS WEIGHT PER 
AMPERE HOUR OUTPUT... ATTRACTIVE INSTALLATION 


> 


BATTERIES 


1888 — Dependable Batteries for 61 Years —1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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WittraM H. CoLEMAN 
Dean, Bucknell University. 


WILLIAM P, WITHEROW 
President, Blaw-Knox Company. 


Emerson P. ScHMIDT 
Director, economic research 
department, Chamber of Com- 
merce of the United States. 


EpitoriAL STATEMENT 
Chicago Journal of Commerce. 


Georce E. Fo_k 
Patent adviser, National Associa- 
tion of Manufacturers. 


Ropert A. TAFT 
U. S. Senator from Ohio. 


Wisur J. Brons 
Columnist. 


L. R. BouLware 
Vice president, General 
Electric Company. 


Irvine S. OLps 
Chairman, United States 
Steel Corporation. 
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“The youth of today want too much and they are 
adopting the ‘laissez-faire’ philosophy of life. They should 
have a good objective in order to get a real sense of 
responsibility.” 

* 

“Business profit must not be so taxed that it will reduce 
the maintenance of efficient production capacity, or reduce 
the rewards to the stockholder for his essential part in 
the production chain.” 


* 


“The greatest contribution which the government could 
make to the stabilization of our economy and lower prices 
must take the form of a vigorous pruning of inflated 
government expenditures.” 


aa 


“The term ‘profit?’ has come to have unfortunate 
semantic overtones. It suggests a group of stout gentle- 
men, seated about a table and stuffing wads of greenbacks 
in their vest pockets. The reality is notably otherwise.” 


> 


“This country has been built on patented inventions and 
on the genius of pioneers like Edison and Fulton. Their 
achievements led to the founding of vast new industries 
and of gainful, productive employment for many people.” 


* 


“A $60 billion tax burden is getting to the danger point 
where it might kill all the incentive to produce. When 
that happens the government absorbs activity. The ‘incen- 
tive of Capitalism has stopped in most parts of the world.” 


¥ 


“If anything about the future can be put down as cer- 
tain, it is that ‘emergency’ powers granted the executive 
branch of the government will be used. Still another cer- 
tainty is that the authority will not produce the desired 
effect.” 


* 


“Our employees want the dignity and satisfaction of 
doing worth-while work, of participating in common ef- 
forts toward desired common objectives—of making real 
accomplishments and having those accomplishments mean 
something to themselves and to their fellows—as well 
as to their boss.” 


> 


“I firmly believe that the primary task facing American 
businessmen today is to acquaint the people of our country 
with the facts about business and with the great achieve- 
ments and virtues of our American system. In my judg- 
ment, this is the effective way to insure that those who 
would establish a new order of things in the U. S. will 
forever remain in the minority.” 
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OU will be interested to know, we think, 

why so many utilities throughout the coun- 
try turn to Recording and Statistical for bill 
analyses. 


The reasons are important: 


1. We can compile accurate and helpful analy- 
ses for you in 4 the usual time. 


2. The cost to you is often 4 the expense of 
having the work done right in your own offices. 


At Recording and Statistical, the tabulations 
are made on specially designed electro-mechan- 
ical equipment. As many as 200,000 bills can 
be analyzed each day by our trained personnel. 
Consequently, the cost to you is only a small 
fraction of a cent per item! 


Get the full facts 


AFREE BOOKLET, “The One-Step Method 
of Bill Analysis” will give you detailed facts 


concerning this accurate and economical meth- 
od of compiling bill analyses. Why not send 
for it right now? 


This electro-mechanical machiné—the Bill 
Anal + tically classifies and adds in 300 regis- 
It was especially designed for utility 





tero—te one step. 
analysis work. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


a 


New York 13, N. Y. 
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recent 
C-E steam generating units 


for utilities 
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RICHMOND 
STATION 


PHILADELPHIA ELECTRIC COMPANY 


The C-E Unit illustrated here is one of two such units now in process 
of fabrication for the Richmond Station of the Philadelphia Electric 
Company. 

Each of these units is designed to produce, at maximum continuous 
apacity, 800,000 Ib of steam per hr at 1335 psi and 950 F. 

The units are of the radiant type, equipped with 3-stage superheaters, 
fnned-tube economizers and regenerative type air heaters. Furnaces 
ae fully water cooled, using closely spaced plain tubes throughout. 
They are of the basket-bottom type discharging to collecting hoppers. 

Pulverized coal firing is employed, using bowl mills and vertically- 
idjustable, tangential burners. Provision is made to use oil as an alter- 


nate fuel with arrangements for the future use of natural gas. B-291A 


COMBUSTION ENGINEERING— 


SUPERHEATER, INC. 


Ne: 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Engineered in GMC’s modern, new Engi- 
neering Laboratories . . . among the finest in 
the industry . . . and only one example of the 
complete facilities of this largest exclusive pro- 
ducer of commercial vehicles. 


Tested on the famous General Motors Proving 
Ground . . . where GMCs are subjected to 
exhaustive engineering tests and operated for 
thousands ot miles under some of the world’s 
roughest, toughest road conditions. 


Proved through the years and for millions of 
economical, dependable miles. Endorsed by 
hundreds of thousands of owners and operators 
covering every truck transport vocation. 


These are some of the reasons 
why GMC Trucks are Worth More 
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RECORD OUTPUT 
FOR GRAND COULEE USING 
NEWPORT NEWS TURBINES 


? egaen 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
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{ Pennsylvania Electric Association, Communications Committee, begins spring meeting, 
Lancaster, Pa., 1949. 





z APRIL ze 





{ American Water Works Assn., Arizona Section, begins meeting, Prescott, Ariz., 1949. 
¥ international Lighting Exposition and Conference ends, Chicago, Ilil., 1949. 





{ Midwest Power Conference will be held, Chicago, Ill., Apr. 18-20, 1949. 





1 ame Telephone Association will hold annual convention, Lincoln, Neb., Apr. 19, 





@ American Gas Association begins distribution, motor vehicle, and corrosion confer- 
ence, Cincinnati, Ohio, 1949. 





¥ Edison Electric Institute begins annual sales conference, Chicago, Iil., 1949. 
{ Gas Appliance Manufacturers Assn. begins meeting, Colorado Springs, Ci olo., 1949. 





{ Iowa Independent Telephone Association ends annual convention, Des Moines, 9 
Iowa, 1949 





q National Association of Broadcasters begins convention week, Chicago, Ill., 1949. 





{ American Water Works Association, Montana Section, begins annual meeting, Great 
Falis, Mont., 1949. 





{ American Institute of Electrical Engineers, Southwest District, will hold meeting, 
Dallas, Tex., Apr. 19-21, 1949. 





{ Gas Meters Anam of Florida-Georgia begins annual business conference, St. 
Augustine, Fia., 1949. 





q et ae. Independent Telephone Association begins executives’ conference, Chi- 
cago, 





I Southwestern Gas Measurement Short Course begins, Norman, Okla., 1949. © 

















{ Southeastern Electric Exchange begins annual conference, Boca Raton, Fla., 1949. 
¥ Midwest Gas Association ends annual convention, Des Moines, Iowa, 1949. 











397 



















% Pulverizing Coal for Power 
These huge mills, with 2 ; 


coal an hour each, to the fineness of face powds 


%0-pound steel balls, can gru 





wT, . p . 
Colrtesy, West Penn Pozier Conipany Me - - 
(Mitchell Station), Pittsburgh, Prin syfPants 

t r 


ye 


Public 
Utilities 


FORTNIGHTLY 


Vor. XLIII, No. 7 


MARCH 31, 1949 


Our National Economy and the 
Electric Utilities 


Regulation is the bulwark which should protect the consuming 

public as well as the investors from the impact of changing 

economic conditions which might otherwise threaten the stability 
of the electric utility industry. 


By WINTHROP W. ALDRICH* 
CHAIRMAN OF THE BOARD, CHASE NATIONAL BANK 


the exceedingly tough period of 
the Thirties, I have a feeling of 
confidence in the electric industry in 
any circumstances that may develop. 
The times now are not so difficult as 
they were in 1932 when we in the 
Chase established-our specialized de- 
partment for the service of utilities. 
Obviously, I have no facts about the 
electric utility business which are not 
already known in‘the industry. Nor 
have I a novel plan to enable the elec- 


*For additional notes, see “Pages with the 
Editors.” 


\ a banker, having lived through 
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tric industry to render greater service. 

I am glad, however, of the oppor- 
tunity to stand up and be counted as 
believing in certain fundamentals and 
in urging that for the public benefit 
this industry be allowed to render in 
full measure the services which the 
nation so greatly needs, 

The utilities can render these serv- 
ices if they are permitted to continue 
with the dynamic policies, the technical 
advances, and the long-range econo- 
mies that are the fruits of our Ameri- 
can system of incentives and rewards 
for risking capital in business. 
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If there is a flow of capital—I do not 
mean debt, I mean equity capital—to 
the utilities they will exhibit the vigor- 
ous economic virtues that go with risk 
capital. If there is no such flow of 
equity capital to the utilities they will 
be obliged to go further into debt and 
will run downhill not only in financial 
health but in their capacity to render 
those services to the public for which 
they are chartered. 

There is nothing better calculated to 
enhance stability and prosperity than a 
continuous flow of capital to the utility 
companies. The spending of this capi- 
tal for the production of more and bet- 
ter electric service will add to the com- 
fort and convenience of our citizens 
and to the effectiveness of industry. It 
will employ people in making electrical 
equipment, in the utility business, and 
will stimulate employment in a great 
many other businesses which use elec- 
tric power. 


_ new capital has another ad- 
vantage. Its earnings in large part 
flow back into the capital market ready 
to start some other wheel turning that 
will create jobs. It cannot fail to have 
a beneficial effect in limiting the extent 
of any recession that might be lurking 
around the corner. And because of the 
demands that are upon the electric utili- 
ties and because of the nature of that 
business, it is perhaps more character- 
istic of the utilities than of other in- 
dustries that if the money is obtained 
it will be spent constructively. The ex- 
penditure will not only be in the im- 
mediate public interest in mitigating 
recession, but it has an equally great 
long-range advantage. 

The electric utility industry has been 
an industry of rapid technological im- 
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provement which has resulted in a 
long-term downward trend in the cost 
of electricity. If the utilities get the 
money that they should have now and 
spend it, the processes of technological 
improvement and benefits will go on 
unabated. For instance, we have re- 
cently been informed by one of our 
utility customers that the installation 
of new units in one of its plants which 
we have helped to finance has resulted 
in reducing operating costs by approxi- 
mately $5,000 a day. This example is 
typical of what new plant equipment 
means in reducing costs, 

Let us look at the utility industry 
for a minute to see if it deserves capital. 


The Record of the Utility Industry 


ie record is remarkable. With 7 per 
cent of the world’s population, the 
United States produces and uses al- 
most half the electric energy in the 
world. Although government plants 
make some of this power, these state- 
owned plants are not responsible for 
the American habit of making and 
using electricity. The techniques by 
which that habit has been developed 
are not the result of government action. 

What the industry itself has devel- 
oped has been vital in American suc- 
cess, both in peace and war. And the 
industry has had an almost unique 
record during and since World War 
II. It was among the few great indus- 
tries which fulfilled every national need 
that arose during the war, It is almost 
alone in having since the war actually 
reduced rates to the public during a 
period of rapid inflation. Whether this 
was wise is open to question, but that 
it could be done at all is extraordinary. 
Here then is a business with a back- 
ground of technological progress, with 
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a remarkable record of public service 
in the war and after, with an ever- 
increasing demand by the public for 
its service—service which is worth 
what it costs many times over because 
of its usefulness. 

That sounds like the definition of 
an industry that could not fail to be 
prosperous and one that could attract 
all the partners’ money that it could 
put to profitable use. 

But this is not quite a complete pic- 
ture, as we all know. There are two 
influences in the situation that require 
emphasis — regulation and _ public 
power. 

If regulation seems to the investor 
to be a greater hazard than competi- 
tion, the investors’ dollars will veer 
away from the regulated industries, If 
the regulatory commissions do not al- 
low earnings that will attract capital, 
all other favorable conditions will not 
avail. If the commissions’ actions or 
failure to act cause doubts to arise in 
the investors’ minds as to whether a 
particular company will have adequate 
earnings, then that company’s finan- 
cial position may be injured so that it 
will take some time to recover. If the 
commissions tend to assert the man- 
agerial role or assume unreasonable 
judicial powers, similar doubts will be 
reflected. 


7 development and production 
of power by the government have 


e 


a similar effect. If there are plans to 
build public power systems in many 
parts of the country—steam plants as 
well as hydroelectric plants—the pri- 
vate investor begins to question the 
safety of investments in the electric 
utilities everywhere. 

And he has reason to question, for 
it is easily within the power of the gov- 
ernment to subsidize public plants 
which, by means of unjust competi- 
tion, may destroy the investment values 
of privately owned electric utilities. 
The government, indeed, by its efforts 
to add to the electric energy available 
to the public, may instead actually 
diminish it. For it might well happen 
that through the use of unfair methods 
in supplying 15 per cent of the power, 
the government could reduce the effec- 
tiveness of the other 85 per cent, 

The bill now before Congress appro- 
priating funds to build a steam gen- 
erating plant at New Johnsonville, 
Tennessee, in the TVA system, is a 
specific illustration of this point. Such 
a project involves a departure from 
congressional policy to date. That pol- 
icy in substance is that hydroelectric 
power plants are to be erected as inci- 
dental to flood control, irrigation, and 
navigation. A steam generating plant 
certainly is not within the limitations 
of such a policy and is a definite threat 
to the American system of free enter- 
prise. 

This threat is so serious that it will, 


prosperity than a continuous flow of capital to the utility 


q “THERE ts nothing better calculated to enhance stability and 


companies. The spending of this capital for the production 
of more and better electric service will add to the comfort 
and convenience of our citizens and to the effectiveness of 


industry.” 


401 


MAR. 31, 1949 








PUBLIC UTILITIES FORTNIGHTLY 


no doubt, be discussed at length as will 
also the blighting effects of double 
taxation upon capital investments in 
all industry, including the utilities. I 
now wish to devote further attention 
to the matter of regulation. 


The Problems of Regulation 


H” much justification is there for 
apprehension concerning unrea- 
sonable regulation of the electric utili- 
ties ? 

There have been a number of recent 
decisions granting increases in rates to 
meet inflationary conditions, which are 
hopeful signs that the apprehension 
may not be justified. There are many 
statements supporting this view. 

In an address some months ago, 
Commissioner H. Lester Hooker, of 
the Virginia commission, stated: 
“When utilities are required to serve 
the public at miserly rates of return on 
their investments in property dedicated 
to public use, the public as well as the 
utility suffers.” Statements of a similar 
character have come from other state 
commissions. It has been said that a 
fair return is one that will attract new 
capital. 

The addresses made at the re- 
cent convention of the National Asso- 
ciation of Railroad and Utilities Com- 
missioners in Savannah quite generally 
endorsed the need for such a return. 
Also, there was expressed a desire to 
cooperate with the industry and assist 
efforts to meet this amazingly expand- 
ing demand for service. 


MN the same gathering Commission- 
er R. B. McEntire, of the Securi- 
ties and Exchange Commission, said: 
“Tt is therefore of the utmost impor- 
tance that we begin now to build and 
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maintain this strong equity foundation 
under the capital structure of our util- 
ity companies as we go through this 
period of rapid growth. The time may 
come for some of them when it is too 
late to act. The industry’s construction 
program can be financed successfully, 
of course, only if utility common stocks 
retain their ‘investor appeal.’ To do 
this, earnings and dividends must be 
attractive.” Mr. McEntire concluded 
his address with the plea—‘Let man- 
agement and regulatory bodies work 
together in keeping common stocks 
strong and inherently attractive. Let 
management and the investment bank- 
er take the case before the investing 
public. The result, I believe, will be a 
great and strong industry which will 
ably serve the community, the investor, 
and the nation—and this result is cer- 
tainly what we all desire.” 

Those engaged in unregulated en- 
terprises usually are able to raise the 
prices of their products to meet in- 
creased cost of wages, fuel, and other 
materials. They have been able to cope 
with the decreased purchasing power 
of the dollar. Their appeals for further 
capital have been buttressed by larger 
profits, thereby creating a more attrac- 
tive return on new capital investment. 
Therein lies the incentive for further 
capital investment as such need arises. 
By and large, the utilities have not been 
in that position. Their rate of return, 
in many cases; has been unduly re- 
stricted under the standards of the past. 
To meet the prevailing high costs and 
to provide the enormous capital re- 
quired for new plant and equipment, 
a more realistic approach to the prob- 
lem of an adequate rate of return for 
capital employed in the industry should 
be developed. 
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Production of Power in the United States 


¢ Wes 7 per cent of the world’s population, the United States pro- 

duces and uses almost half the electric energy in the world. Al- 

though government plants make some of this power, these state-owned 

plants are not responsible for the American habit of making and using 

electricity. The techniques by which that habit has been developed are 
not the result of government action.” 





7 ‘HERE is another problem of im- 


portance to the electric utility in- 
dustry which I wish to discuss briefly. 
The trend toward an increasing debt 
ratio in the industry brought about by 
the sale of a disproportionate amount 
of debt securities should be a matter of 
managerial concern from this time on. 
True, this may have been the cheapest 
and easiest way to finance. I fully un- 
derstand the attraction of extraordi- 
narily low interest rates which, to- 
gether with tax credits for interest 
payments, result in somewhat higher 
earnings for the industry’s stocks. The 
debt trend should, however, be re- 
versed. 

When high need for construction 
comes along with high prices for con- 
struction—and they always come to- 
gether—it becomes clear that if the 
borrowing capacity which is the last 
fesource in emergency has been fully 
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utilized before the emergency arises, it 
will not be available when most needed. 
And the common stockholder is not 
easily attracted to heavily indebted 
companies. 

There are many reasons for this 
situation which I will not attempt to 
analyze here. I am merely trying to 
point out where the industry is now 
and why it will need great exertion to 
be sure of maintaining the financial 
strength to serve the nation well, 


The Need for Positive Action 


HE electric utilities are rapidly 

approaching a situation where 
prompt and affirmative action in their 
behalf by the commissions is essential. 
In many cases, the cost of providing 
electric service has been rising rapidly 
and that creates a real problem because 
net earnings now are being affected. 
Just by doing nothing or doing too lit- 
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tle or acting too late, the commissions 
can make a momentous and even a dis- 
astrous decision. 

The commissions for many years 
have been engaged in reducing electric 
rates as the industry’s technological ad- 
vances and increases in volume made it 
possible. It is quite a change to be sud- 
denly confronted with requests for rate 
increases which are needed right away. 

Therefore, in spite of the actions of 
some commissions and the speeches of 
some commissioners, it would not be 
surprising if the needed rate increases 
were either not forthcoming in suffi- 
cient amounts or rapidly enough—un- 
less some unusual efforts are made. 

One of the things which makes me 
apprehensive about this situation is the 
experience of the railroads. Congress 
passed the Transportation Act, au- 
thorizing and instructing the Interstate 
Commerce Commission to initiate, 
modify, establish, or adjust rates so 
that the carriers as a whole will earn 
a fair return upon the aggregate value 
of their property, That is as favorable 
a statement as anyone could want. At 
various times members of the ICC 
have themselves made admirable state- 
ments about the necessity for equity 
capital in the railroad business. Yet the 
actual result of regulation for the last 
twenty years has been to give the rail- 
roads an average return of about 34 
per cent. In fact, as a general rule, for 
twenty years the railroads have been 
chiefly financed by increasing debt in- 
termingled with receiverships. The 
ICC did not, I think, intend to follow 
this method of regulating the railroads 
which practically prohibits new capital 
and the advantages it brings. In the 
present situation there is more than 
minor danger that the state commis- 
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sions may permit the electric utilities 
to slide into that same pattern. 


HE general theory of regulation 

has been that since regulated in- 
dustries do not have the risks of com- 
petition, people will invest in them at 
a lower rate of return than in non- 
regulated industries because there is 
smaller risk of loss. On the other hand, 
the opportunities for capital gains are 
limited in comparison with such other 
industries as manufacturing, chemi- 
cals, merchandising, etc. The utility 
investor must usually be content with 
only a dividend yield. However, under 
existing conditions the investor may 
not be willing to put his funds into elec- 
tric utility common stocks unless there 
is some inducement beyond the income 
alone to make that investment attrac- 
tive. 

My guess is that unless there are 
continued and extraordinary exertions 
on the part of the industry, what will 
be done about this situation will be too 
little and too late to allow the utilities 
to render their best service to the pub- 
lic. That means setting the facts about 
the business and the needs of the com- 
panies before the commissions, the 
governors, and the appropriate legisla- 
tive committees with great clarity and 
emphasis. It means telling the facts to 
the customers and the stockholders of 
these companies, and to the public at 
large. 


G Bess: facts to my mind should be 
presented against a simple finan- 
cial background ; namely: 


1. Long-range economy is depend- 
ent upon constant technological im- 
provement. 

2. This means constant expenditure. 
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3. This is only possible if the com- 
panies can raise adequate funds, 

4. That can only be done when 
rates are sufficient to make earnings 
that will attract new stockholder capi- 
tal. 
5. If a company risks its property 
by going in debt it deserves any extra 
profit that comes from taking the risk. 

6. But whether it wishes to take 
such risks or not, in the long run the 
ability to attract stockholders’ money 
is the only practical test of adequate 
rates and the only insurance of good 
service to the public, 


It is true, of course, that as vast 
pools of public savings are by law pre- 
vented from going into equities, the 
utilities can only reach this money by 
going into debt. A reasonable propor- 
tion of debt in the form of commercial 
bank loans and long-term bonds is de- 
sirable. 

But it also is essential that the 
capitalization of electric companies 
should include substantial equity capi- 
tal which actually provides a measure 
of protection for the debt. Manage- 
ment must not be complacent about 
overloading these companies with debt 
even at prevailing low interest rates. 

That the electric industry should 
be progressive and prosperous is of 
great importance to the general wel- 
fare of the country. It cannot be pro- 
gressive long if it is not prosperous. 


An Obligation for National Service 


|? industry has an obligation, as 
I see it, to perform a service to the 
nation which can be fulfilled only if it 
can convince those in authority and the 
public that it is essential to attract 
new equity capital into the business. In 
most parts of the country undoubtedly 
this can be done. However, in some 
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states, that may well involve substan- 
tial changes in regulatory policy. 

The capacity to attract equity capi- 
tal seems to me the very essence of the 
safety of the business. It is a matter of 
the protection of stockholders’ values, 
a matter of protection for employees, 
a matter of service to customers, It is 
even more than that. It is a matter of 
great importance to the nation. We 
need every vital force that we can keep 
in action to maintain ourselves in 
strength to meet the burdens we now 
have and the uncertainties we face. We 
cannot afford any industries that do 
not pull their full weight in the boat. 
And we must not, by unwise regula- 
tion, unduly handicap our vital indus- 
tries when we are trying to establish 
that our freedom is better than the 
totalitarian conception. 

The electric industry has, therefore, 
a great opportunity to serve this coun- 
try. If it can make itself strong with 
equity capital, it will be performing a 
vital service to the nation. 

If the billions of dollars being put 
into the industries of Western Europe 
can rehabilitate the economies of those 
countries, is it not reasonable to expect 
that billions of dollars needed by the 
utility industry here in this country 
would help to stabilize our economy? 
In the years just ahead the utilities 
could advantageously spend huge sums. 
And there is little doubt in my mind 
that they can get a substantial part of 
the money as equity capital if earnings 
are made sufficiently attractive and if 
the threat of unfair government com- 
petition is eliminated. 

Increased earnings would attract in- 
creased investments in equity securities 
from investors. No government debt 
and no added taxes would be required. 
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“a President of the United 
States, in his inaugural address, 
suggested that American private capi- 
tal be encouraged to make investments 
abroad to help raise the living stand- 
ards of other peoples and to foster a 
peaceful world. I believe this construc- 
tive proposal will receive earnest and 
sympathetic consideration, although 
the practical problems involved are ex- 
ceedingly difficult. 

The President also said that it is 
clear ‘“‘we must have continued pros- 
perity in this country and we must keep 
ourselves strong.” 

It seems to me that an essential fac- 
tor in achieving this result is for the 
regulatory commissions to pursue poli- 
cies which will enable our vital utilities 
to carry on as vigorous and prosperous 
enterprises. It is also essential that the 


utilities should not be subjected to the 
threat of unjust competition from pub- 
lic power projects, If the regulatory 
commissions pursue such policies and 
if the threat of government competi- 
tion is removed, confidence will be 
stimulated at home and our American 
utilities, which lead the world in the 
quality of their public service, will con- 
tinue to demonstrate the superiority of 
our American system. 

The regulated industries that pro- 
vide electric power, light, heat, com- 
munication, and transportation to the 
nation constitute the most vital serv- 
ices it has—either in peacetime or in 
war. It is essential to the safety and 
progress of the United States that 
these industries be enabled to retain 
their full vitality and render their ut- 
most service to the nation. 





Public Ignorance of Business 


COYN a recent survey entitled ‘Big Business on the Spot, 

Opinion Research Corporation found that the public 
is growing more critical of big business, and growing numbers 
ty) —_ are demanding close government regulation. That's 
a direct step to Socialism. Of course the principal reason for 
this trend is the squeeze on the pocketbook caused by high 
prices. This is borne out by the survey. Although industry has 
shown marked restraint in its pricing, 63 per cent of the public 
is unwilling to give industry credit for trying to hold prices 
down. Almost 65 per cent of the public thinks industry ts de- 
liberately holding down production to keep prices up. That's 
not all—54 per cent think leading companies are working to- 
gether and that sharp competition does not exist. 

“So the man in the street says: Industry is not competitive. 
Profits are too high—25 per cent on the average, Big Business 
is not trying to keep prices down. Many companies are holding 
down production to keep prices high, And leading companies 
are in collusion to fix prices. 

“Why are such impressions popular? Because they are true? 
No, because industry is not telling its story. Industry is not 
providing the facts m a way acceptable to tts public.’ 

—LaMar KELLEY, 
Director of public relations, Allegheny 
Ludlum Steel Corporation. 
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Gas Industry’s 
Four-year Outlook 


Because of the high and increasing demand for gas 

service and expansion of company facilities, the gas 

utilities are expected to deliver about 50 per cent 

more heat units in 1952 than in 1947. Detailed es- 
timates by years. 


By HERBERT BRATTER* 


1 report on the outlook for the 


gas industry, published in Feb- 
tuary by the National Security Re- 
sources Board, shows that the indus- 
try is today in much better shape to 
meet the emergency of a war than it 
was at the time of Pearl Harbor, and 
the longer “peace” lasts, the better will 
be the industry’s position, Today the 
demand for gas far exceeds the supply. 
So far as can be seen ahead—that is, 
during the period covered by the re- 
port—demand will continue to exceed 
supply at the consuming end of the 
pipe lines; for there supply is limited 
and will continue to be limited by avail- 
able transportation and storage facili- 
ties, while the price of gas has lagged 
so far behind that of coal and oil as 
tomake gas a big bargain. As described 
by one official, “It’s just like being able 


*For personal note, see “Pages with the 
Editors.” 
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to buy a Buick cheaper than a Chev- 
rolet.” 

Entitled, “Gas Industry Supply and 
Requirements, 1948-1952,” the NS- 
RB’s report is the work of the power 
and utilities division, whose Burton 
N. Behling, gas consultant, completed 
it under the supervision of Chief Con- 
sultant Edward Falck. The report 
covers all types of gas fuel : natural gas, 
manufactured gas, mixed gas, and 
liquefied petroleum gases. It sum- 
marizes for the United States as a 
whole forecasts of deliveries, supply 
and requirements, construction pro- 
gram, gas industry steel requirements, 
and gas industry fuel requirements. 
The report was an outgrowth of an 
informal conference which the NSRB 
held in May, 1948, with representatives 
of the various elements of the gas in- 
dustry and government agencies con- 
cerned. Following that meeting, a tech- 
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nical task group of eight members was 
created to survey the future supply and 
requirements.’ That group submitted 
its findings to the NSRB last Decem- 
ber. The staff of the NSRB had not 
only those findings, but also the facil- 
ities of the Federal Power Commis- 
sion and the American Gas Associa- 
tion at its disposal. 


HE report shows the gas industry 

to be a fast-growing one. By 1952 
utility sales of all types of gas are ex- 
pected to be 50 per cent greater than in 
1947 and they could be much larger, 
were faster construction of distribu- 
tion facilities possible. 

Mixed gas sales for 1952 are es- 
timated at 105 per cent greater than in 
1947, principally because of a shift 
from manufactured gas to mixed gas 
in the New York metropolitan area. 
Due to this scheduled shift, utility sales 
of manufactured gas will probably 
show a 5-year decline of 15 per cent. 

These estimates are made by apply- 
ing to the industry as a whole projec- 
tions based on surveys of selected com- 
panies. 

The above-mentioned 50 per cent 
indicated increase is not a reflection of 
potential demands, it should be em- 
phasized, but merely of delivery ex- 
pectations in the face of still limited 


1 Members of Gas Industry Technical Task 
Group: Alexander Macomber, Gas Service, 
Inc., Boston, Massachusetts; Chairman W. E. 
Caine, Texas Eastern Transmission Company, 
Shreveport, Louisiana; J. A. Farber, Peoples 
Gas Light & Coke Company, Chicago, Illinois; 
Leslie T. Fournier, Panhandle Eastern Pipe 
Line Company, New York, New York; John 
Heyke, Brooklyn Union Gas Company, Brook- 
lyn, New York; C. E. Loomis, Columbia Gas 
System, New York, New York; H. V. Wake- 
field, Jr., Tennessee Gas Transmission Com- 
pany, Houston, Texas; Roy A. Wehe, Pacific 
Coast Companies, San Francisco, California. 


pipe-line facilities. Experts in Wash- 
ington point out that the demand for 
gas has no projectable ceiling when, 
as in many market areas today, gas 
costs less than coal or oil. The prefer- 
ence for gas is qualitative, based upon 
its cleanliness, lack of ash, suscep- 
tability to close temperature and atmos- 
phere control, and high burning effi- 
ciency when compared with other fuels. 
So long as price and pipe-line condi- 
tions remain as they are, the end of the 
expansion of the gas industry is not 
in sight, one may conclude from the 
NSRB report. 


yu factors are at work which 
will gradually affect the price 
differential now favoring gas. It must 
be borne in mind that the price of gas 
at the field is often based on contracts 
for as long a period as twerty years. 
That is, gas is being sold currently at 
prices negotiated long ago, when the 
price level generally was lower, This 
practice introduces an element of 
rigidity into the gas price structure, 
producing a lag when other prices are 
rising. Moreover, the fact that some 
of the existing pipe lines were con- 
structed at much lower than present 
replacement costs tends to hold down 
the cost of transportation to the con- 
sumer, since rates are governmentally 
regulated. 

Among the factors which have been 
nibbling at the price differential have 
been the recent softening in oil prices, 
and the tendency for contract gas 
prices in the field to rise. A few years 
ago you could contract for a 20-year 
supply of gas at 4 cents to 5 cents per 
thousand cubic feet. Now it’s not too 
easy to make a similar contract at 8 
cents to 10 cents. This reflects the in- 
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GAS INDUSTRY’S 4-YEAR OUTLOOK 


creased demand for gas. Another rea- 
son gas costs to the consumer are ris- 
ing is the greatly increased costs of new 
pipe lines. Before the war a mile of 24- 
inch to 26-inch pipe line cost $50,000, 
whereas today the comparable cost is 
$100,000. 


F pecan added cost is due to the 
appreciation of the need for stor- 
age facilities to enable operating util- 
ities to meet peak demands. Under- 
ground storage is very important in 
the Appalachian area today, and last 
year became a reality in Michigan, 


where both the main distributing sys- 
tems use it. The Michigan Consolidated 
Gas Company and the Consumers 
Power Company each had more than 5 
billion cubic feet of gas underground 
at the beginning of the winter. 

A factor which favors gas over coal 
is the rigid labor cost in the latter, both 
at the mine and at the retail distribu- 
tion end. 

The NSRB report, discussing sales 
of natural gas by utilities, anticipated 
that by 1952 the total will be 55 per cent 
greater than in 1947, and 81 per cent 
more than in 1945, the last year of war- 
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time conditions. When the country is 
divided into regions, the report shows 
considerable variation in the several 
parts of the country, In the southeast- 
ern states the increase in the consump- 
tion of natural gas during the 5-year 
period embrated in the estimates is 
placed at almost 127 per cent. In the 
east north central area the expected in- 
crease is about 112 per cent. With such 
increased outlets for natural gas in 
various consuming areas, the authors 
of the report expect that the coming 
few years will witness greater effi- 
ciency of use of natural gas in the field 
and in the manufacture of carbon 
black, and major reductions in the 
quantities of natural gas still being 
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flared in some of the southwest oil- 
producing fields. 


A STRIKING exhibit in the report is 
a chart, based upon data supplied 
by the American Gas Association, 
showing estimated construction ex- 
penditures of the gas industry for each 
year through 1952. For the five years 
ending in 1952 these total more than 
$3 billion. The total is vast, whether 
measured in terms of finance or of 
materials. About four-fifths of the 
total is to be spent for natural gas 
facilities, especially transmission. 
The effort to meet pressing demands 
as rapidly as possible has pushed cur- 
rent expenditures to an unprecedented 
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peak, with a noticeable decline to fol- 
low in the next few years, according 
to the chart. Close Washington stu- 
dents of the subject, however, say that 
the chart should not be read literally. 
On the one hand, there already have 
been some unavoidable delays during 
the first part of the quinquennium, 
which fact alone will tend to raise the 
estimates for the subsequent years; 
and forward estimates for the later 
years are believed to be incomplete, 
both as to existing systems and new 
companies before 1952. 

The report itself states: “The esti- 
mates for 1951 and 1952 are undoubt- 
edly understated, owing to the inabil- 
ity of the industry to project its entire 
construction program that far ahead.” 


HE $3,138,000,000 estimate of 

the American Gas Association 
representing the 5-year financial pro- 
gram compares with the present esti- 
mated $6 billion investment in the gas 
utility industry. Despite the program’s 
magnitude, the AGA foresees no diffi- 
culty in its financing, in view of the 
generally favorable prospect for earn- 
ings and the strong demand for gas. 


In view of the unmeasurable de- 
mand for gas, financing the great con- 
struction program of the gas industry 
during the next few years will be much 
less difficult than finding the necessary 
steel. Two industry committees early 
in 1948, in connection with the steel 
allocation agreement, submitted to the 
government separate reports on the 
requirements of the natural gas indus- 
try from producing wells to city gates 
and those related to the distribution of 
gas, manufacturing plant and equip- 
ment for the natural gas companies, 
manufactured gas companies, and 
mixed gas companies. LPoth reports 
covered the last three-quarters of 1948 
and the first three-quarters of 1949. 
For this period of a year and a half 
they estimated total steel requirements 
at 3,000,000 tons and cast-iron require- 
ments at 211,000 tons. 


HE NSRB report brings together 

from various sources some inter- 
esting comparisons relating to line pipe 
only. During the year ending next 
September 30th the natural gas indus- 
try will require an estimated 1,425,600 
tons of line pipe. Another 405,800 
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TABLE I 


EstrmaATep CONSTRUCTION EXPENDITURES OF THE Gas INDUSTRY 
By Type or Facirrry, 1947-1952 


1947 
(Actual) 1948 
829 


Total industry construction expenditures 608 
Total natural gas 480 
Production 
Transmission 
Underground Storage 
a 


Total manufactured gas 
Total mixed gas 


(Millions of Dollars) 
1950 1951 
632 542 


440 
32 
242 
2 
140 
24 
87 
15 


Total 
1952 1948-1952 
375s 3,138 
286 2,535 


225 
1,497 
43 
670 
16 100 


78 502 
11 101 


30 
102 
7 
131 


Source: American Gas Association Committee on Economics. 
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GAS UTILITY CONSTRUCTION EXPENDITURES TOTAL, 1933-1952 
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tons will be needed during the same 
twelve months for gas manufacture 
and distribution. The total of these two 
figures, 1,831,400 tons, exceeds the 
estimated 1948 production of pipe line, 
1,725,000 tons. The 1948 production 
far exceeded that of any earlier year. 

The tight situation, according to the 
NSRB, is further emphasized by the 
fact that oil industry pipe-line require- 
ments have been estimated at 2,197,- 
178 tons for the year ending June 30, 
1949. Hence, one year’s line pipe re- 
quirements of the oil and gas indus- 
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tries combined exceed 4,000,000 tons. 
Up to this writing no gas or oil indus- 
try voluntary allocation program has 
been effected under the law. 
Unfortunately the writers of the 
NSRB report had available no precise 
information regarding the status of 
rolling-mill orders and scheduled de- 
liveries covering the next several years. 
The Department of Commerce is re- 
ported now to be seeking such infor- 
mation. According to the Federal 
Power Commission, for all natural gas 
pipe-line projects under construction 
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TABLE II 
GAS SALES OF UTILITIES BY TYPE OF GAS, 1938-1952 


Natural 
Billions 
Of Cu. Ft. Index 
1,185 he 
1,298 
1,406 
1,570 
1,729 
1,959 
2,114 
2,156 
2,195 am 
2,515 100.0 
112.0 
127.8 
138.8 
147.0 
155.2 


2,817 
3,213 
3,490 
3,697 
3,903 


Manufactured Mixed 
Billions Billions 
Of Cu, Ft. Index Of Cu. Ft. 
292 son 86 
303 aid 90 
324 ae 101 
333 109 
358 121 
132 
135 
142 
149 
172 


Index 


100.0 


95.3 
94.8 
119.2 
191.2 
204.6 


164 
163 
205 
329 
352 





on August 31, 1948, line pipe required 
totaled 2,184,585 tons, of which 1,- 
363,138 tons were still to be delivered. 
The latter represents 62.4 per cent of 
the total required for these projects. 
Forty-four per cent of the over-all total 
was expected to be delivered during 
1949 and 1950. 


NE large company, however, re- 

ported that it could not give a 
definite delivery period for the 80,000 
tons of steel pipe required to complete 
one of its projects, and several com- 
panies reported orders for line pipe not 
placed and accepted. This group of 
orders aggregates more than 73,000 
tons and very little of the pipe required 


413 


is expected to be delivered during the 
years 1951, 1952, and 1953, The FPC 
further notes that the reported data do 
not include construction requirements 
of gas lines not yet authorized by the 
commission. Of 55 applications pend- 
ing before the FPC last October 31st, 
21 were for major projects requiring 
approximately 2,500,000 tons of steel 
line pipe of 16-inch and larger diam- 
eters. In addition, some established 
natural gas companies have ordered 
line pipe for expansion during the next 
few years, although they have not yet 
sought FPC authorization certificates. 

During the last six months of 1948 
the FPC authorized natural gas trans- 
mission facilities involving more than 
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FPC CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AUTHORIZING CONSTRUCTION AND OPERATION OF 
NATURAL GAS FACILITIES ISSUED SINCE 
JUNE, 1945 


Year Ending 


Source: FPC Release No. 4133 (G-1482). 


2,000 miles of pipe line and designed 
to increase the capacity of the nation’s 
pipe-line systems by more than 600,- 
000,000 cubic feet daily. 


— VE-Day almost every exist- 
ing pipe-line company and many 
new ones have come into the market 
for steel. This demand has come up 
against the bottleneck of steel shortage 
in general and limited pipe-fabrication 
facilities in particular, At this writing 
pipe fabricators are reported to be 
booked solid into 1953. 

The NSRB presents estimates of 
utility sales of gas for each year from 
1948 to 1952. Natural, manufactured, 
and mixed gases are separately esti- 
mated, as shown in Table II, page 
413. The reader is cautioned that the 
three types of gases have different 
calorific contents. Assuming an aver- 
age BTU content per cubic foot of 1,040, 


Industry 


No. of 
Certificates 
43 


Additional Estimated 
Compressor Cost 
Horsepower ( r illions) 

34 


Miles of 
Lines 
1,181 
2,994 
5,369 
8,468 
2,203 


010 
184,275 
360,349 
443,455 
150,304 


530, and 850 for natural, manufac- 
tured, and mixed gas, respectively, the 
combined gas utility industry is ex- 
pected to deliver about 50 per cent 
more heat units in 1952 than in 1947. 


HE NSRB has made no com- 

parable forecast of nonutility uses 
of natural gas for the period through 
1952, It appears likely that there will 
be substantial increases of industrial 
uses within the chief producing areas 
in the operation of various chemical 
and industrial plants and possibly also 
for the synthetic conversion of natural 
gas into liquid fuels, the report states. 
Such increases may be offset in large 
part by more efficient utilization and 
by reduction in the large quantity of 
gas now being flared in some fields. A 
special FPC survey showed, in 1945, 
the following industrial consumption 
of natural gas during the war: 


e 


Per Cent of “Other 
Industrial” Consumption 


Chemical and allied products (except carbon black) 


Iron and steel and their products 
Nonferrous metals and their products 
Stone, clay, and glass (except cement) 
Food and kindred products 

Paper and allied products 

All others 


Total “other industrial” 
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California 
Bursts Its Utility Buttons 


ParT II 


Increased demand and postwar growth in the gas 

and telephone industries and the rate problem in- 

volved in meeting the growing service needs special 
power demands. 


By JAMES H. COLLINS* 


HAT has happened in the post- 
war demand for electric power 


has, of course, also happened 
in gas. 

Demand has increased with postwar 
growth of population and industry, 
steel pipe and other equipment have 
been tight, costs are up, new pipe lines 
to distant supplies of natural gas in 
Texas correspond to the new steam and 
hydro plants of the power companies. 

The gas picture is painted in a few 
strokes by officials of the Pacific Light- 
ing Corporation system, second largest 
natural gas distributing organiza- 
tion in the U. S, It serves more than 
1,300,000 customers, through more 
than 60 companies, in the southern part 
of the state, including the Southern 
California Gas and Southern Counties 
Gas companies. (Table, page 417.) 


*Business editor and author, Hollywood, 
ifornia. 
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In postwar estimates of possible 
peak loads for the whole Pacific Light- 
ing system, that for January, 1949, 
was figured at 987,000,000 cu. ft. 

But on January 10th this year, Los 
Angeles alone burnt 936,000,000 cu. 
ft. in an unprecedented cold spell that 
brought snow as well as ice to southern 
California. The Pacific Lighting peak 
for the first time ran over a billion— 
1,015,216,000 cu. ft. 

War made an overdraft on Cali- 
fornia’s natural gas, as well as upon 
its power resources, Pacific Lighting 
estimated before the war that it had 
controlled reserves in California fields 
sufficient for twenty years ahead. But 
that was a current consumption then. 


Ws changed the situation so rad- 
ically that, in 1943, the company 
looked around for additional supplies, 
and in 1945 announced the building of 
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a pipe line to Texas, 1,200 miles. Called 
the “Biggest Inch” by reason of its 30- 
inch diameter, and costing $70,000,- 
000, it was in operation in October, 
1947, and has a present capacity of 
305,000,000 feet daily. 

Another famous project is the com- 
pany’s gas-tight underground storage 
field La Goleta, used to hold oil field 
gas from southern California petrole- 
um-producing areas. 

Up to the present time, the company 
has been able to connect new customers 
as fast as they applied, and so has had 
no postwar waiting list, and is not like- 
ly to have one. The pinch would have 
come in new mains, due to shortage of 
steel pipe, not gas or meters or other 
equipment necessary to service. 

From the Texas pipe line two other 
lines have sprung, one to supply the 
Imperial valley, and the other to sup- 
plement the supply of the San Diego 
Gas & Electric Company. 

The Imperial valley line is com- 
pleted. It taps the “Biggest Inch” at 
Blythe, California, and runs 73 miles 
to Calexico, on the Mexican border, 
with laterals to valley towns. Some of 
these communities were converted to 
natural gas from butane-air-mixed 
systems, with considerable reduction of 
rates, and of course increased custom- 
er use of fuel. 


bias San Diego line is 95 miles 
long, of which 35 miles are being 
constructed by the Los Angeles com- 
pany, in Riverside county, and the re- 
mainder by the San Diego Company, 
in its own county. This will add 40,- 
000,000 cu. ft. to the city’s daily sup- 
ply, bringing it up to 73,000,000, is 
to cost $5,000,000, and is expected to 
be in service for the winter of 1949- 


1950. At present, San Diego gets gas 
from a 90-mile pipe line, tapping the 
Southern Counties Gas Company’s 
transmission system at Huntington 
Beach, in the Los Angeles area. 

The companies subsidiary to Pacific 
Lighting have a market made up 
three-fourths of domestic load, and the 
balance industrial, much of it inter- 
ruptible when cold weather creates peak 
domestic loads for a few days. As addi- 
tional supplies of gas become available, 
sales to these industrial customers can 
be increased; most of them are using 
relatively more expensive fuel oil. 

The company has had no difficulty 
in securing new capital, Last year it 
raised some money by bonds, and some 
of its new construction has been fi- 
nanced from earnings and interior 
resources. 


| i the north and central parts of the 
state, Pacific Gas and Electric is 
the large supplier, with 888,671 gas 
customers, in 31 counties, and nearly 
one-third of its revenue coming from 
gas sales. More than 99 per cent of 
its gas is natural gas, obtained from a 
group of gas fields 50 to 60 miles east 
of San Francisco. Nine gas generating 
plants are maintained for stand-by and 
supplementing peak loads on cold days. 
Two years ago the company con- 
tracted with the Southern California 
and Southern Counties gas companies 
to purchase up to 100,000,000 cu. ft. 
daily to 1953, The first 50,000,000 cu. 
ft. is delivered after supplying their 
firm load, and the balance after taking 
care of interruptible load, but ahead 
of electric generating requirements. 
This supply was made possible by 
the Texas pipe line, and PG&E has 
now contracted with the El Paso Nat- 
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California’s population 
Southern California population . 
Pacific Lighting gas sales MCF .. 
Meters 
Plant properties 
Miles main 
Gas per mile of main MCF 


ural Gas Company, the same supplier, 
for from 150,000,000 to 500,000,000 
cu. ft. daily over a period of twenty- 
five years after deliveries start through 
a pipe line that will bring the gas to 
the California border. PG&E has just 
got approval to construct about 500 
miles of the line from San Jose to a 
point near Topock, Arizona, and the 
El Paso Company will build the con- 
necting line from the gas fields, The 
California line will cost an estimated 
$60,000,000. 


*x* * * 


To telephone story is something 
by itself. This utility had to shoul- 
der an oversized war burden, and, on 
top of that, perhaps the biggest postwar 
load, and is still carrying the biggest 
one. 

In California, the Bell system is the 
Pacific Telephone & Telegraph Com- 
pany, operating in that state, Oregon, 
Washington, Nevada, and the north- 
ern part of Idaho. The telephone story 
for California is told in the following 
figures : 


Telephones in Service at End of 
Calendar Years 


417 


Increase 
1947 PerCent 
10,050,000 


1937 
6,576,000 


Backlog of Held Orders 
None before 1942 
2 


Thus, while there was a slight gain 
last year, the telephone company is still 
sweeping back the sea. Power and gas 
fuel are now in comparatively easy 
circumstances, When it comes to tele- 
phones, all the factors operating to 
create additional demand for those 
services are still active, along with 
others. 


O* top of the war growth in popu- 
lation and industry, which set up 


demands for telephones that have al- 
most doubled the number in use since 
1940, and which are still not totally 
satisfied, there was the backlog that 
accumulated during the war, when very 
little telephone plant could be allocated 
for civilian purposes. 

The backlog demand was for phones 
in new business enterprises, plus 
added service for expanded business 
organizations, plus phones in new 
homes, plus new demand for phones in 
income groups that had not before been 
figured into the growth curves. 

In southern California, telephone 
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people have measured the 10-year de- 
mand from 1937 for certain repre- 
sentative income groups, and find that 
today even the most modest dwelling 
area now has its standard of 52 per 
cent phones. In 1937 that was only 15 
per cent. 

For many years, telephone com- 
mercial departments have been imagin- 
ing what their market growth would be 
if service could be brought within the 
means of certain income groups. 

Engineers have let their imagina- 
tions run that way, too—the writer re- 
members one vision in which the people 
on the East Side of New York were 
to have a sort of PBX service from 
switchboards in each block, which at 
that time promised economies. 


ae then, the costs have been en- 
gineered downward, and living 
standards have climbed, and there has 
been a meeting of income groups with 
telephone service—but nothing like the 
past dozen years. At least, in Cali- 
fornia. Buying power just tacked itself 
onto the situation! 

Around Los Angeles, in the largest 
income group, represented by prewar 
homes costing from $3,500 to $5,000, 
only every other house had a phone in 
1937. Today 86 in every 100 have serv- 
ice, or are on the backlog to get it as 
soon as possible. 

Normal telephone plant has “fat” 
spare facilities which, during the war, 
were used up, and stretched, to provide 
as much service as possible. It was 
necessary to start almost at zero, ex- 

ding plant to give service to the 
235,000 unfilled orders that the com- 
pany had in California alone on VJ- 
Day. And much greater demand was 
anticipated. 


Telephone plant is seven-tenths out 
of sight, like an iceberg, consisting of 
buildings, conduits, cables, switch- 
boards, and whatnot, to back up the 
familiar desk set that symbolizes this 
utility. Plant has to be built after equip- 
ment is manufactured. 

Up to last March, Pacific Telephone 
& Telegraph had spent more than 
$269,000,000 for new plant in Cali- 
fornia, completing 97 new buildings, 
making additions to 73 existing struc- 
tures, adding more than a million miles 
of wire circuit, and converting 75 
offices to dial or common battery. 


NX war’s end, calls exceeded 10,000,- 
000 daily, toll calls more than 
382,000. Last March this had risen to 
14,575,000 calls, and about 440,000 
toll calls. 

New construction not only runs to 
a bewildering number of buildings and 
circuits, but includes advanced engi- 
neering plans. Example: In Los 
Angeles and Oakland new toll center 
buildings, ten and fifteen stories re- 
spectively, provide facilities that will 
eventually make it possible for long- 
distance operators to directly dial sub- 
scribers’ phones throughout the nation. 

Mobile service has been established 
in San Francisco, Los Angeles, San 
Diego, San Jose, and Oakland, and is 
to be extended on highways in rural 
areas. New ways of reaching rural 
homes are being developed, such as 
sharing poles with power companies, 
and adapting carried transmission on 
power lines, There were about 104,000 
rural subscribers in the state at the end 
of 1947, 27,000 added since the war. 

The work force increased from 36,- 
320 to more than 55,000 (53 per cent) 
in the postwar period. Plant measured 
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in dollars has increased from $386,- 
000,000 in 1940 to $775,000,000 at 
the end of last September, at which 
time there was above $47,000,000 in 
new construction under way. 


Ww" all this new plant being built, 
at the high costs of the postwar 
period, some utility people are appre- 
hensive of the future in terms of rates. 
They believe that rates must rise to 
burdensome levels to bring adequate 
earnings for this more expensive new 
plant—and that will be a reversal of 
the whole trend toward lower and low- 
er rates of which all public utilities are 
proud. 

“With California’s population up 40 
per cent, and industry adding to the de- 
mand, and new plant costing 50 per 
cent more than prewar—what is going 
to happen to rates when this expansion 
is reflected in operating costs?” is the 
disturbing question. 

The California Public Utilities 
Commission has always adjusted rates 
upward when utility companies proved 
the need by their figures of operating 
costs. There is no worry there. The 
anxiety is over sales resistance and 
public opinion. But some students of 
the situation maintain that there need 
be no unreasonable rate increases. 

In a study of this situation recently 
made by Edwin Fleischmann, San 
Francisco consulting engineer, and 
presented before the California Munic- 
ipal Utilities Association, a more 
optimistic view was taken. 


| muons your plant capacity by 50 
per cent, he reasoned, and pay 
twice as much for equipment as pres- 
ent plant cost, and your average cost 
of the whole plant per unit has only 


increased 33 per cent. Unless plant is 
being entirely rebuilt, present high 
costs merely dilute prewar unit costs. 

Also, some of your new equipment 
is more efficient than the old, which off- 
sets costs. 

This engineer takes the view that 
plant expansion might be the occasion 
for a house cleaning in rates! 

Stated with bare simplicity, 50 per 
cent more plant costing 50 per cent 
more money would seem to call for 
something like 50 per cent higher 
rates—or 25 per cent, or 10 per cent, 
or some round figure. 

But there never was a rate structure 
as simple as that, says Mr. Fleisch- 
mann. Rate structures grow like Topsy. 
A given rate that was simple will be 
subjected to pressure, through the 
years, by small but vociferous groups, 
one after the other, until that rate is 
cluttered with special conditions, many 
obsolete, or affecting few customers. 
When a rate increase is needed is a 
good time for simplifying. And when 
a utility company goes before the state 
commission, simplicity will be required 
and embodied in the increase if granted. 

Rate increase investigations usually 
move slowly. 

Customer resistance to rate increases 
is not so strong in_periods of rising 
prices and prosperity, but stiffens when 
there is a business recession. 

Mr. Fleischmann advises early 
planning of new rate schedules, backed 
up with the necessary cost analyses, on 
the principle that we have been expect- 
ing a recession since the end of the war. 

“And it might even now be later 
than we think,” he adds. 

California squeezed through its 
1948 power shortage by means of 
“Case No. 4939,” which was initiated 
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by the public utilities commission on 
its own motion, in February, to de- 
termine what the power shortage was, 
and devise regulations for its easing. 
Robert P. O’Brien, emergency power 
supervisor for the commission, de- 
veloped and promulgated the rules. 

These were not severe, and some of 
them were eased in early summer, 
when late rain and snowfall increased 
hydraulic resources. Billboard, window 
display, and other dispensable lighting 
was prohibited; some restrictions were 
put upon new electrical business, such 
as changeover from other fuels to elec- 
tric heating and cooking by new 
customers. 

The rules for agricultural pumping 
were probably most important, because 
they dealt with an extraordinary load, 
greatly diversified on different farms, 
with possibilities for getting the farm- 
er off the peaks. But they were cheer- 
fully complied with, and also eased by 
moderate late rains. 

Where the shoe pinched worst was 
in daylight saving, which had to be 
started early in the year, and kept in 
force until 2 am, January Ist. 

California has never liked it, has 
voted it down on its state ballot, and 
now probably has a stronger opposi- 
tion to it than ever. But it took its 
medicine, as long as it could make a 
face, and put up an argument. 

“What I can’t get through my head,” 
objected the dutiful citizen, “is how 


getting up an hour earlier saves elec- 
tricity. I turn on the lights because it’s 
dark then, and how that saves anything 
I wish you’d explain to me.” 


Pp was explained again and again, in 
various ways, with diagrams—that 
daylight saving got him off the indus- 
trial peak, and saved up to 5 per cent 
of the generating capacity of the state, 
and that the real saving came in the 
evening, when generating capacity was 
under the greatest strain. The winter 
evening peak was reduced by half a 
million horsepower in December. 

“Well, why monkey with the clock ?” 
persisted the dutiful citizen, “Why 
don’t those who want to get up an hour 
earlier just get up and let me sleep?” 

What Mark Twain said about ba- 
nanas in California applied to daylight 
saving: “They will grow, but they 
don’t like it.” 

Fortunately, this controversy was ~ 
settled by the coming of rain around 
Thanksgiving. Nothing like normal, 
but enough to settle the thing probably 
for this generation. 

Just as in Europe, and wherever 
daylight saving is in force, the farmers 
oppose it most strongly. And Cali- 
fornia is still an agricultural state. 

The power companies had no better 
reasons for liking it, because it cost 
them plenty of revenue. The electricity 
that they saved simply did not sell. 

It was as simple as that! 





66) soqustmer there are many of you, and I think I share your 
views on this subject, who fear that in the multiplication of 
services we shall load down our government and taxpayers with financial 


obligations that will ultimately destroy our way of life. . 


.. We must 


get more public service for every dollar that government collects from 


‘the taxpayer.” 


—JamMes A. FaRLey, 
Chairman, Coca-Cola Export 
Corporation. 
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Increasing Power Expansion— 
A Look Ahead 


Detailed studies and their analysis showing that the 

electric utilities can be assured of a healthy growth 

and bright future, which means not only extended 
service but augmented employment. 


By MARION HAMMETT* 


LL of us know that our present- 
A day economy depends to a large 
extent on electricity. We could 
never have become the most industrial- 
ized nation in the world without elec- 
tric power. At present more than a 
third of a million workers bring this 
power to factories, stores, and homes 
through their work in power plants, 
substations, on overhead wires, under- 
ground cables, and meters. 

What does the future hold for the 
utility companies and their employees? 
Will the industry expand in the near 
future and will there be greater op- 
portunities for the workers in this 
industry? These questions are an- 
swered by a study made by the U. S. 
Bureau of Labor Statistics. The study 
is based on surveys of the market de- 





*Former economist, U. S. Bureau of Labor 
Statistics. 


velopment department of the Westing- 
house Electric Corporation, the Fed- 
eral Power Commission, the Electrical 
World’s annual survey, and many 
other sources. 

One of the results of this study 
shows that prospective demands upon 
the utilities for electricity and the addi- 
tional capacity they are planning to 
install will increase the number of em- 
ployees by as much as 60,000 during 
the next ten years. Most of this increase 
will take place in the privately owned 
systems. We must not overlook the 
fact that 60,000 employees are an in- 
crease of 20 per cent! 

In order to predict the future of this 
industry, we must first analyze the 
present and past history of the use of 
electricity. The users of electricity can 
be divided into a number of groups, 
each of which requires electricity for 


MAR. 31, 1949 422 








INCREASING POWER EXPANSION—A LOOK AHEAD 


certain special purposes. To under- 
stand the nature of the future demands 
for electricity and to estimate total de- 
mand, the potential consumption of 
electric power by these groups must be 
considered. 

The accompanying table shows the 
number of customers in each major 
group of consumers with the total 
amount of power bought in 1947. 
Fe many years, industrial plants 

have accounted for over half of the 
power purchased from utilities, Elec- 
tric power is basic to modern mass- 
production methods and electricity has 
become essential in industrial opera- 
tions. 

The principal industrial use of elec- 
tricity is to run electric motors, al- 
though lighting is still an important 
factor in the consumption of energy. 
The steel, aluminum, and chemical in- 
dustries use large quantities of elec- 


7 


tricity for metallurgical and chemical 
processes. 

New industrial uses of electric pow- 
er, recently introduced or being devel- 
oped, which promise increasing utili- 
zation of electricity, are welding 
equipment, various types of electric 
furnaces, infrared heating, induction 
heating, and annealing. Other growing 
uses include X-ray equipment, inspect- 
ing and testing equipment, and devices 
which by electrostatic precipitation re- 
move impurities from the air. Air- 
conditioning equipment is being 
increasingly installed in factories, 
especially where controlled tempera- 
ture and humidity are important to the 
process. 

Workers in utility systems which 
turn this power out fall into several 
important groups, each of which has a 
distinctive part in utility operations. 
Over 279,000 workers are employed in 
privately owned systems. About 36,- 


NuMBER oF CUSTOMERS AND AMOUNT OF ELECTRICAL POWER 
PurcHASED By Type or Use, 1947 


Customers (As of Power estat, 


Type of Use 
All types of use 


Dec. 31st) 

Per Ke Per 
Cent watt Cent 
Of Hours(in Of 

Total Billions) Total 
100.0 2176 100.0 


Number 


38,431,950 





Residential and rural 
Industrial and commercial— 
Small users (mainly commercial)? 
Large users (mainly industrial)! .. 
Street and highway lighting 
Street and interurban railways 
Railroads 
Miscellaneous? 


86.2 


12.9 

5 

B 
(3) 
(8) 

3 


49.7 
38.4 
113.5 
24 
4.5 
2.6 
6.5 


33,144,095 
4,960,895 
191,363 
28,976 
138 


1 The dividing point between small and large users is on a basis of 50 kilo- 
watts of demand. Demand means maximum use of an individual consumer 


at any moment of time. 
2 .05 per cent. 
3 Includes mainly 
Source: a 
York, New York. 


vernment agencies such as airfields and Army camps. 
lectric Institute, Statistical Bulletin No, 15, 1948, New 
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000 work for municipalities or state 
power districts, most of them in the 
municipal systems. Federal operations 
accounted for almost 6,000 employees, 
and rural codperatives for about 11,- 


000. 


rN we all know, the basic jobs in the 
generation of electricity are those 
of the power plant workers. However, 
only 15 per cent of the private electric 
utility workers are employed in these 
and the related jobs necessary for the 
actual generation of electricity. 

A somewhat larger number of em- 
ployees are engaged in the next stage 
of getting electric power to the users 
—the transmission lines and the dis- 
tribution networks. The transmission 
and distribution department requires 
about 23 per cent of the private utility 
employees. 

Since operation of an electric utility 
system is largely a matter of keeping 
the equipment running efficiently, a 
large force of maintenance and cus- 
todial employees is, of course, required. 
Such workers, excluding those who 
work on the lines, cables, and meters, 
comprise almost 15 per cent of private 
electric utility employment. Another 
group of employees—10 per cent—do 
customer servicing jobs. 

Because of the nature of its services 
and the way its production is carried 
on, the electric light and power indus- 
try employs a higher proportion of ad- 
ministrative, technical, and commer- 
cial workers than do most other indus- 
tries. In the industry as a whole, almost 
40 per cent of the workers are in such 
jobs. Many companies have as many 
of these office employees as of the pro- 
duction and maintenance workers com- 
bined. 


we the industry looks ahead, it 
is easy to see that electric utility 
systems will need more accountants, 
clerical and other office employees in 
many localities when the industry ex- 
pands. 

This is the present-day picture of 
the industry, It is well for the reader to 
realize that the expansion of the indus- 
try has been enormous. Utilities have 
previously more than doubled their 
capacity within 10-year periods, but 
never when the quantities were as great 
as they are today. And yet that is ex- 
actly what is being predicted on the 
basis of this study! 

In 1920, the total utility capacity was 
more than 12,500,000 kilowatts and the 
total utility production was more than 
39 billion kilowatt hours. By 1930, the 
utility capacity was more than 32,000,- 
000 kilowatts and 91.1 billion kilowatt 
hours. In 1940, it reached almost 40,- 
000,000 kilowatts and more than 141 
billion kilowatt hours, and, by 1947, 
the astonishing figures of over 52,000,- 
000 kilowatts was the total utility 
capacity, and 255.7 billion kilowatt 
hours was the utility production! 

These are indeed impressive figures, 
but the future holds even a more im- 
pressive outlook. It is expected that an 
important source of increased power 
requirements could be the use of elec- 
trically driven equipment in new in- 
dustries or processes which may de- 
velop. Outstanding examples are the 
possible future large-scale establish- 
ment of synthetic-gasoline plants, and 
the potentially extensive use of elec- 
trically operated ore-benefiting equip- 
ment to eliminate impurities from low- 
grade ores. Both of these processes, if 
used to any extent, would require very 
large quantities of electric current. 
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The Electric Heat Pump 


4 | egger wees sap that could revolutionize the household market for 

electricity would be widespread adoption of the electric heat 

pump for heating homes. A complete system of heating and cooling, 

using the heat pump,-would require about 10,000 kilowatt hours per year 
for an average-sized house.” 





Ov the long run, a gradual sus- 
tained increase in activity appears 
likely in most industrial fields using 
electric power in large quantities. Tak- 
ing this into account as well as the new 
uses for electricity in industrial proc- 
esses, a sustained long-run increase 
may be expected in industrial consump- 
tion of electricity. A good share of the 
increase is likely to come through new 
uses ; also, the emerging of new indus- 
tries and new types of production 
holds great hope for expanded elec- 
trical consumption. In those industries 
which use electricity mainly for light- 
ing and to run electric motors, increases 
will be largely dependent upon activity. 
The commercial market for elec- 
tricity includes retail stores of all kinds. 
It also includes service establishments 
such as laundries, dry cleaning shops, 
and beauty parlors; amusement enter- 
prises such as theaters or night clubs; 
and office and other public buildings. 
In 1947, small commercial users (in- 
cluding some small industrial plants) 
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accounted for about one-sixth of all 
sales of electricity to final consumers. 
Sales of electric energy to these con- 
sumers have been increasing continu- 
ally since 1934. 


Outlook for Increasing Consumption 
N’” what about the outlook for an 


increase in consumption of elec- 
tric energy? To date, many of the new 
developments in lighting have not yet 
been used in a large proportion of the 
commercial establishments, but we can 
look forward to greater use of these 
in the near future, Fluorescent light- 
ing, with its greater efficiency in use 
of current, tends to hold down the con- 
sumption of electricity for lighting, but 
it is believed that this trend will be 
more than offset by acceptance of 
higher standards of lighting. 

In the coming years, it is expected 
that air conditioning may become al- 
most universal in stores and offices, 
except in areas where temperatures and 
humidity conditions make it unneces- 
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sary. Home and farm consumption has 
an important effect upon electric utility 
employment. Because of the many indi- 
vidual household and farm customers 
to be served, an elaborate distribution 
system and commercial organization 
are required. 

Two factors will determine the fu- 
ture demands of residential and rural 
users for power—the number of new 
customers that will be added, and in- 
creases in the average amounts used 
by all customers. In the future, popula- 
tion growth is likely to provide many 
new electric customers, but not as many 
as in past years. 


VER 90 per cent of all the nonfarm 
homes in existence are already 
served by electricity. Even if most of 
the remaining homes were wired in 
future years, only a limited number of 
new customers would be added. Large 
numbers of new dwelling units (houses 
and apartments) will be constructed to 
take care of housing needs, and they 
will provide most of the new residential 
users of electricity. Rapid progress is 
being made by both rural codperatives 
and private utility systems in electrify- 
ing the nation’s farms, and a million or 
more rural customers can well be 
added in the next decade. 

In spite of the rapid strides made in 
electrifying household operations, there 
are still many possibilities for increas- 
ing the use of electrical appliances, 
partly through the introduction of new 
types of equipment. Surveys have 
shown that while almost every home 
has a radio and an electric iron, large 
numbers of families still do not have 
such common appliances as vacuum 
cleaners and electric refrigerators. 

Expansion in the use of electric 
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water heaters and ranges could con- 
tribute heavily to an increase in total 
domestic use of electricity. A water 
heater in an average home requires 
about 3,500 kilowatt hours for a year’s 
operation, more than twice as much as 
the average for total consumption per 
household. Electric ranges use over 
1,000 kilowatt hours in a year. Sales 
of electric ranges have been growing 
rapidly in recent years. 


F  Npreiape set that could revolu- 
tionize the household market for 
electricity would be widespread adop- 
tion of the electric heat pump for heat- 
ing homes. A complete system of 
heating and cooling, using the heat 
pump, would require about 10,000 kilo- 
watt hours per year for an average- 
sized house. We must not forget, too, 
that in the last ten years the advantages 
of electrically operated equipment for 
many farm activities have become ap- 
parent. 

All the indications are for a con- 
tinued sharp rise in the average 
amounts of current used by homes and 
farms, especially if incomes remain 
high, enabling the purchase of addi- 
tional appliances. 

Even a conservative appraisal of 
future demands of the various classes 
of electricity users points to substan- 
tial increases during the next ten years 
in the total electric power that must 
be generated. Surveys of future power 
requirements on the utility systems, 
made by different groups, support this 
conclusion. 

For instance, the Federal Power 
Commission in July, 1947, estimated 
that total electric power requirements 
of utilities in 1952 will be 326 billion 
kilowatt hours, compared with 256 


426 





i. Oe, De, Ee ee a, 


INCREASING POWER EXPANSION—A LOOK AHEAD 





are already served by electricity. Even if most of the remain- 


q “OveER 90 per cent of all the nonfarm homes in existence 


ing homes were wired in future years, only a limited number 
of new customers would be added. Large numbers of new 
dwelling units (houses and apartments) will be constructed 
to take care of housing needs, and they will provide most of 
the new residential users of electricity.” 


e 


billion kilowatt hours generated in 
1947, This estimate, which was based 
on an assumed increase of one per cent 
a year in the nation’s labor force, would 
mean an increase in power produced of 
almost 30 per cent over that period. 


= market development depart- 
ment of the Westinghouse Electric 
Corporation has, as a result of its study 
of trends in power consumption, 
projected an annual total of well over 
400 billion kilowatt hours to be gen- 
erated by 1957. This study indicated 
that, to meet the expected demands, 
total utility capacity should be raised 
to 95,000,000 kilowatts by 1957. 

The utility systems, already pressed 
by strong demands for power, are well 
aware of the possible growth in future 
requirements. Two surveys of pro- 
jected facilities’ expansion show that 
the utilities have already planned for a 
tremendous volume of additions to 
capacity. 

In March, 1948, class I utility sys- 
tems (those which produce more than 
50,000,000 kilowatt hours a year) re- 
ported to the Federal Power Commis- 
sion that they had scheduled capacity 
additions amounting to more than 15,- 
500,000 kilowatts to be installed be- 
tween the end of 1947 and the end of 
1951. Since these systems had 49,400,- 
000 kilowatts of capacity in December, 


1947, this would be an increase of over 
31 per cent. 

Assuming that the smaller systems 
would increase their capacity at the 
same rate, this would give a total util- 
ity capacity of about 68,500,000 kilo- 
watts at the end of 1951. 


HE Electrical World annual sur- 

vey of utility construction, re- 
leased at the beginning of 1948, indi- 
cated that privately owned and public- 
ly owned utility systems are planning 
to install 23,000,000 kilowatts of addi- 
tional capacity between December, 
1947, and December, 1952, The larger 
increases indicated by this survey, as 
compared with the Federal Power 
Commission survey, can be accounted 
for partly by the additional years in 
the forecast period. The Electrical 
World survey also includes a large vol- 
ume of planned Federal projects which 
are not covered by the Federal Power 
Commission report. 

Since both of these surveys represent 
the definite plans of utility systems, 
they should accurately project the mini- 
mum increase in capacity that can be 
expected over the next ten years. Even 
allowing for a decrease in the rate of 
growth after 1952, it appears likely 
that total capacity will at least fall 
within the range of 80,000,000 to 85,- 
000,000 kilowatts by the end of the 
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coming decade, or 53 to 63 per cent 
more than on January 1, 1948. 
Throughout most of its history, 
growth in electric utilities has been ac- 
companied by marked increases in out- 
put per employee. Several factors are 
responsible for the industry’s achieve- 
ment of continually raising its genera- 
tion and distribution of power without 
comparable increases in labor require- 
ments. One has been the introduction 
of improved and larger equipment. An- 
other has been that after a system is 
well established in its operations, addi- 
tional capacity can be handled without 
proportionate additions to employment. 


F gees energy in regular commer- 
cial use will not be discussed here. 
The Atomic Energy Commission in its 
fourth semiannual report, issued in 
July, 1948, indicated that it does not 


look forward to large-scale operation 
of atomic power plants before twenty 
years. 

However, if the utility systems ex- 
pand their capacity and output as much 
as expected, a large number of addi- 
tional workers will be required. The 
increase in employment will, of course, 
be relatively less than the gain in out- 
put because of technological trends. It 
seems reasonable to conclude that in 
less than ten years (by 1958) total util- 
ity employment will range between 
375,000 and 390,000. This would mean 
an increase of about 14 to 18 per cent 
over the 330,000 workers employed in 
July, 1948. And most of the increase 
will be in privately owned systems. 

Thus we can see from this detailed 
study that the utility industry can look 
forward to a healthy expansion and a 
bright future. 








HERE is nothing incompatible between regulation and private 


eT 
enterprise. Certain regulations such as the antitrust laws have 
been designed to insure full competition, and today the NAM is one 
of the most outspoken opponents of monopoly. 

“Fair trade practices, conservation of natural resources, safe working 
conditions, pure food and drug laws, minimum banking requirements— 
these are the sort of laws that help establish the rules of business and not 
the control of business or competition. 

“At the same time, such regulatory agencies as the Interstate Com- 
merce Commission, the Federal Trade Commission, and the Securities 
and Exchange Commission have transgressed more and more the 
boundaries in which they were intended to operate.” 

—Ira MOSHER, 
Chairman of the finance committee, 
National Association of Manufacturers. 
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Washington and the 
Utilities 


Hoover on Regulatory Boards 


g 3 report of the Hoover Commis- 
sion on reorganizing regulatory 
commissions turned out to be much 
milder than expected. This was apparent 
in the basic task force report on Federal 
regulatory commissions, as well as in the 
brief summary of recommendations by 
the top-level Hoover Commission itself. 
There had been rumors (based on the 
Hoover Commission’s resistance to ex- 
emptions being lobbied in Congress for 
the regulatory commissions) that the 
Hoover group would bundle up the regu- 
latory commissions and send them pack- 
ing to the various old-line government 
departments, with the possible exception 
of the Interstate Commerce Commission 
and the Securities and Exchange Com- 
mission, These rumors variously place 
the Federal Communications Commis- 
sion in the Post Office and the Commerce 
Department, and the Federal Power 
Commission was to be torn asunder and 
its pieces scattered far and wide. 

But nothing of the sort happened at 
all. On the contrary, the continued inde- 
pendence of all Federal regulatory com- 
missions was found desirable by the 
task force. The report was prepared by 
Robert R, Bowie, Harvard law profes- 
sor, assisted by Owen D. Young, honor- 
ary chairman of the General Electric 
Company. This report covered nine regu- 
latory agencies, including the FCC, FPC, 
SEC, and the Federal Trade Commis- 
sion, 


i its comments covering all the agen- 
cies generally, the task group con- 
cluded that “the independent commission 
is a useful type of agency for regulation 
under certain conditions and should be 
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continued for such specialized tasks.” 

Independent agencies were recognized 
as being better for impartiality of regu- 
lation; for group policy making and de- 
cisions and familiarity or expertness with 
problems. 

It was pointed out that there is “a wide 
latitude inherent in effective regulation” 
which “opens the door to favoritism and 
unfairness in administration.” For this 
reason the regulatory agencies, the re- 
port said, must be “insulated from parti- 
san influence or control.” The independ- 
ent commission was designed to meet this 
need, the task group said. “The number 
of members and their security of tenure 
are intended to assure freedom from 
partisan control or favoritism,” the re- 
port explained. 

“The group,” it continued, “is able to 
resist outside influence more effectively 
than an individual and each member is 
free from the threat of removal as a 
source of pressure.” Another attribute 
of commission action, the report said, is 
that “it requires concurrence by a ma- 
jority of members of equal standing after 
full discussion and deliberation.” 

In citing the need for high pay to at- 
tract capable men, the task force outlined 
the turnover of commissioners in the 
FCC, In fourteen years, the report said, 
the FCC lost seventeen members, of 
whom one served eleven years and an- 
other nine years. The remaining fifteen 
averaged about three and a half years. 
Of the seven incumbents, one has been 
a member for fourteen years, but the 
other six are new, with an average of 
about one year. 

On the critical side the task force re- 
port recommended that the commissions 
delegate routine work to staff so as to 
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free themselves for more attention to the 
development of standards and objectives 
and to planning regulatory programs. It 
states that “the members of many com- 
missions are too preoccupied with minor 
matters to be able to devote the neces- 
sary time and thought to the more basic 
issues of regulation.” A regrouping of 
commission staffs “according to tasks to 
be performed (such as licensing, rates, 
standards, etc.), rather than according 
to professional skill” (legal, engineering, 
accounting, etc.), was urged. 


F. gp oy of the FPC chairman 
by the President, rather than elec- 
tion by other commission members, was 
recommended in the Hoover task force 
report. One new suggestion affecting the 
FPC was the task force’s recommenda- 
tion for the formation of a Department 
of Natural Resources with a unified water 
development service, This division would 
have major responsibility for planning 
river basin development now carried on 
by several Federal agencies. FPC power 
market surveys would be transferred to 
this new service because it represents “an 
executive type of activity.” It was stated, 
however, “It is appropriate that the (hy- 
dro) licensing function be retained in 
the FPC.” The report finds fault with 
the inconsistency of the FPC’s relation- 
ship to various public power projects and 
suggests a uniform policy that would re- 
move any requirement of rate approval 
by the FPC for rates charged by other 
Federal power agencies. 


Summary of General Recommendations 


iy addition to the foregoing, certain 
general conclusions and recommenda- 
tions in the Hoover task force report on 
Federal regulatory commissions general- 
ly are included in the following points: 


1, The independent regulatory com- 
missions should not be entrusted with 
executive or operating functions ex- 
cept to the extent essential to their 
regulatory work. 

In order to improve their regulatory 
work, the commissions should be as 
free as possible from executive or op- 
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erating functions not intimately con- 
nected with regulation. 

2. The best qualified men available 
should be appointed to these commis- 
sions and their staffs, and to enable 
them to serve, the salaries of commis- 
sioners and of the top staff members 
should be increased substantially. 

The quality of the members is the 
most vital single factor in the success- 
ful operation of these commissions. 
The President should select the ap- 
pointees to these commissions on the 
basis of merit and ability. The exces- 
sive turnover of members and staff, 
which now results in part at least from 
the inadequate salaries, impairs the 
functioning of the commissions. 

3. To improve administration of the 
commissions, a permanent Office of 
Administrative Procedure should be 
created in the Executive Office of the 
President to study and report on the 
organization and operation of the ad- 
ministrative agencies, 

Such an office would call attention 
to deficiencies and propose corrective 
measures but should have no authority 
to order changes. 

4. The chairman should be desig- 
nated by statute as the administrative 
head of each commission and should 
be primarily responsible for its admin- 
istrative work and for supervision of 
its staff. 

One of the most common and seri- 
ous defects in the commissions has 
been poor administration, To free the 
members from administrative detail 
and to assure better staff supervision, 
these duties should be assigned to the 
chairman, who should carry them out 
through an executive officer reporting 
to him. This would not impair the sub- 
stantive authority of the other com- 
missioners. 

5. The commissions should devote 
more attention to developing standards 
and objectives and to planning the 
regulatory program. 

The failure to define their standards 
and objectives clearly or to anticipate 
problems and plan for their solution 
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has impaired the effectiveness of a 
number of the commissions, 

6. In order to free their time for 
more basic work the commissions 
should delegate routine, preliminary, 
and less important work to members 
of the staff under general supervision. 
Such delegation should be expressly 
authorized by statute. 

The members of many commissions 
are too preoccupied with minor mat- 
ters to be able to devote the necessary 
time and thought to the more basic 
issues of regulation. Less important 
work should be delegated to the staff 
in order to free the time of the mem- 
bers for more basic matters, 

7. To expedite operations, the com- 
missions should extend the use of in- 
formal procedures and shorten and 
simplify formal proceedings. 

Many commissions have not gone as 
far as feasible in exploring methods 
for making their proceedings more 
expeditious and efficient. 


Changes for the FPC 


ou it is doubtful, as a practical mat- 
ter, that Congress will go along with 
the Hoover Commission’s suggestions 
for setting up a unified water develop- 
ment service, some attention might be 
given to an alternative suggestion made 
to cover that eventuality. It is as follows: 


If a new unified water development 
service is not established the Power 
Commission must continue to consider 
applications for private licenses upon 
the basis of whether they are adapted 
to comprehensive river basin plans. In 
this connection, the commission has 
developed a staff, and a store of infor- 
mation, including river basin and 
power market surveys, which are valu- 
able in the consideration of proposed 
Federal projects, In 1938, Congress 
required the Corps of Engineers to 
secure the recommendations of the 
commission in the installation of 
power facilities in flood-control proj- 
ects. Sound working relationships have 
been developed between the two agen- 
cies and their staffs. 
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The relationships between the Bu- 
reau of Reclamation and the Federal 
Power Commission are not so close or 
satisfactory, although they have been 
improving due in large part to the 
work of the Federal Inter-Agency 
River Basin Committee. However, 
Reclamation Bureau reports on pro- 
posed projects tend to be too far 
crystallized at the time of presentation 
to the Inter-Agency Committee to per- 
mit effective consultation by the Fed- 
eral Power Commission. 

We recommend that the Bureau of 
Reclamation be required to secure the 
recommendations of the Federal Power 
Commission concerning proposed 
power facilities in the same manner as 
now obtains with respect to the Corps 
of Engineers. In other words, the field 
staffs of the two agencies should con- 
sult with each other at an informal 
stage before the field staff recommends 
a detailed project... 


The top-level Hoover Commission re- 
port asked that all power planning func- 
tions of the FPC be transferred to the 
Department of Interior. 


ITH respect to the SEC, the task 

force report suggests the eventual 
fusion of presently overlapping jurisdic- 
tion over electric power utilities in either 
the SEC or the FPC—presumably the 
latter, The report stated on this: 


Upon substantial completion of the 
integration and corporate simplification 
program under § 11, the remaining 
powers and functions of the Securities 
and Exchange Commission under the 
Holding Company Act will then large- 
ly overlap and parallel these functions 
of the Federal Power Commission. At 
that time, the functions of both agen- 
cies in this field should be reéxamined, 
integrated, and placed in a single 
agency. The manner of such combina- 
tion of functions should not be settled 
now, but should be left for determina- 
tion in the light of the circumstances 
existing when the rearrangement is 
made. 
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Exchange Calls 
And Gossip 


Organization Battle Threatened 


lh telephone industry faced a pos- 
sibility of rival campaigns for or- 
ganization of its employees from both 
AFL and CIO directions, according to 
recent developments, The CIO develop- 
ment was seen in the probable approval 
by the members of the Communications 
Workers of America of a proposition to 
merge their national independent union 
with the CIO as an autonomous inter- 
national charter group. 

The CWA announced that March 7th 
was the opening day for the 60-day refer- 
endum in which an estimated 230,000 
telephone workers (chiefly in the Bell 
system), represented by the union, will 
vote on the proposition of affiliating with 
CIO. The referendum was heavily fa- 
vored with recommendations supporting 
the affiliation with CIO. Not only did the 
proposition have the endorsement of 
CWA President Joseph W: Bierne and 
his executive board, it was also sup- 
ported by top officials of 17 CWA divi- 
sions representing more than 156,000 
workers, or more than one-half per cent 
of the total membership (230,000) 
claimed by CWA. With this strong back- 
ing the affiliation proposition was ex- 
pected to receive overwhelming ap- 
proval. 

However, the International Brother- 
hood of Electrical Workers, which had 
participated in earlier charters for affilia- 
tion by the CWA, was not disposed to 
surrender the important telephone union 
membership field entirely without a 
struggle. The IBEW met in Miami, 
Florida, early in March. It held a tele- 
phone employee organization strategy 
meeting aimed at the independent un- 
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affiliated telephone employees as well as 
the CWA. 


BEW Presiwent Daniev Tracy had 
forbidden the use of the IBEW name 
on the CWA referendum, as an alterna- 
tive to the CIO, for purposes of affilia- 
tion, In deference to Tracy’s demand or 
request—whichever way it might be 
viewed—President Bierne ordered the 
name of the IBEW to be removed from 
the referendum, leaving the CWA mem- 
bers only the alternatives of affiliating 
with the CIO or remaining independent. 
In an earlier statement, Bierne had ad- 
vised his membership that CIO had of- 
fered the CWA more advantages in re- 
turn for affiliation than the IBEW. This 
probably stems from the fact that the 
position of the IBEW has been that the 
telephone workers should belong to this 
union, anyhow. 

Just how much of a militant strategy 
was determined upon, at the Miami 
meeting of the IBEW, will decide 
whether the telephone industry faces any 
substantial prospect for rival organiza- 
tion campaigns, It is not believed that 
the IBEW would be very much inter- 
ested in the organization of telephone op- 
erators and other female workers in the 
telephone industry. But the important 
field of installation and technical main- 
tenance by telephone workers has long 
been looked upon with envious eyes by 
the AFL union. 


* 
California Upsets AT&T Fee 


HE California Public Service Com- 
mission has issued a decision order- 
ing the Pacific Telephone & Telegraph 
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Company to cease making payments to 
the American Telephone and Telegraph 
Company on the basis of a percentage of 
gross revenue, It was held by the com- 
mission that such payments were “con- 
trary to the public interest,” the interest 
of the Pacific Company, and its minority 
stockholders. It also found that the li- 
cense fee payments constituted a con- 
tinuing prejudicial threat to the interest 
of the telephone subscribers. 

The commission said the evidence in 
the record showed that $2,250,000 was 
a proper amount for the Pacific Company 
to charge at this time to its operating ex- 
pense for services received from the par- 
ent company. In effect, the commission 
claimed the right to set the amount of 
the fee charged by AT&T, 

The company was ordered to pay to 
the American Continiey no more than the 
reasonable cost incurred in the rendition 
of the American Company’s services or 
the reasonable value of such services, 
“whichever is the lesser,” and if the “rea- 
sonable cost,” or “reasonable value,” falls 
below $2,250,000, payments to the 
American Company are to be reduced ac- 
cordingly. The company was also ordered 
to file with the commission verified re- 
ports showing, for the immediately pre- 
ceding month, all payments made by the 
Pacific Company to the American Com- 
pany for services rendered. 

Referring to the license agreement 
decision facing the parent company at 
the expense of the Pacific Telephone & 
Telegraph Company and its ratepayers, 
the commission’s opinion stated : 


We find as a fact from the evidence 
of record in this order that the Ameri- 
can Company dominates, controls, and 
directs respondent (Pacific Company ) 
in its operations and administration ; 
that respondent exercises no real un- 
trammelled and independent judg- 
ment in its negotiations, dealings, and 
relationships with the American Com- 
pany. 


SS order, issued the 
same day by the California com- 
mission, authorized Pacific Telephone & 
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Telegraph Company to increase its in- 
trastate rates by $13,000,000 a year, This 
increase was placed on an interim basis 
pending final determination of the com- 
pany’s pending rate increase application. 
To obtain this interim increase, how- 
ever, the company was required to com- 
ply with the commission’s provisions re- 
garding the license contract proceeding. 
A net rate of return on its California 
plant investment of not more than 5.6 per 
cent was the estimated yield of the in- 
terim increase. This maximum of 5.6 per 
cent rate of return was found by the 
commission to be proper in its last per- 
manent telephone rate increase granted 
to this company, April 6, 1948. 

Referring to the relationship of the 
Pacific Company with the Western Elec- 
tric Company, the commission said the 
Pacific Company would have paid West- 
ern $4,300,000 less for 1948 purchases 
if Pacific had conformed to a commis- 
sion principle established in a decision 
of November 7, 1929; namely, that net 
earnings of the Western Electric Com- 
pany should be no higher on its sales to 
the Pacific Company than the Pacific 
Company earns on its services. The opin- 
ion states that Western Electric earnings 
are the highest in its history, and the per- 
centage return nearly the highest. 

Commissioner Rowell dissented from 
the majority opinion of the California 
commission as to the license contract 
payments, And, in the interim rate case, 
he concurred only as to the allowances 
for the interim increase, Commissioner 
Craemer filed a concurring opinion in 
each proceeding. 


¥ 
Hoover Commission Suggestions 


RMER President Herbert Hoover 
has completed his 1eports contain- 
ing recommendations for reorganization 
of the regulatory divisions of the Fed- 
eral government. Contained in the task 
force report, which supported Mr. 
Hoover’s report, were criticisms of cer- 
tain bottlenecks in the Federal Com- 
munications Commission, 
The principal faults found were: (1) 
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deficiency and confusion in planning 
and policy making; (2) insufficient at- 
tention to telephone and other “common 
carrier” activities, as compared with 
radio and television; (3) repeated de- 
partures from stated policy of the 
agency; and (4) untapped staff re- 
sources. 

Both the Hoover Commission and the 
task force asked for higher pay to attract 
capable men to FCC. It was pointed out 
that in fourteen years the FCC has lost 
seventeen members with an average 
service term of about half the full tenure. 
The report said that if the FCC had 
clarified certain basic policies, more de- 
tail could be delegated to the staff, leaving 
the commission free for handling cases 
more expeditiously and without undue 
controversy. 


> 


New Gadgets and Inventions 


DEVICE which will answer the tele- 
phone for a person when he is out 
is being put on the market. It will record 
any messages received. The answering is 
done by record, and the messages are 
taken on a magnetic recording wire, 
The gadget is called a Tele-Magnet 
and will be marketed by the Mohawk 
Business Machines Corporation. In or- 
der to operate the contrivance the tele- 
phone must be placed in a special cradle, 
and the handset is replaced with an auto- 
matic arm, and a switch is turned on. 
The mechanism will retail for $198.50. 
Pentron Corporation, Chicago, has a 
similar device; price about $250. 


Cook and Talk 


Farmers near Bardstown, Kentucky, 
now can telephone and receive electric 
power over one wire. The development 
still is in the experimental stage, but on 
23 farms it already is in use, 

One wire running down the country 
road carries electricity for house- 
hold and farm uses, and it also carries 
telephone conversations from one farm 
to another or from these farms to almost 
any part of the world. 

The project is called “carrier service,” 
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and it is being tested jointly in that area 
by the Southern Bell Telephone & Tele- 
graph Company and the Salt River Rural 
Electrification Administration Codpera- 
tive. 

In operation, the telephone service 
cannot be told from regular service. Calls 
are placed and received in exactly the 
same way that calls are placed on regu- 
lar telephone lines in the country or in 
the city, The technical aspects of the de- 
velopment are rather complicated. Small 
radio sets are used to transform the sound 
into high frequency waves which follow 
along the power line. When the sound 
reaches its destination it is again trans- 
formed to normal telephone frequencies. 


Radar Speed Cop 


Fr. one thing to be caught speeding on 
the road by an officer approaching 
from behind either on a motorcycle or 
in a police car, But it is more startling 
and somewhat confusing when a police- 
man on foot steps on the road in front 
of you and motions a “cease and desist” 
order. 

How did he know, or could prove, that 
you had been speeding ? , 

The police in Garden City, Long Is- 
land, use a radar speed trap, and fast 
drivers and talkers cannot argue with the 
gadget. Here is how it works. 

A stationary officer in a patrol car ob- 
serves the speeder. At his right is a graph 
recorder and speedometer which regis- 
ters in red ink the speed at which the 
detected automobile is traveling. It’s a 
radar device, In the trunk compartment 
of the observing police car is the equip- 
ment which picks up the suspected car 
175 feet away and keeps it in the radar 
path until the approaching car is abreast. 
When the graph “peaks” to 40 miles an 
hour or more, the officer radiotelephones 
to another patrol car 200 feet ahead, giv- 
ing the license number of the violator. 


Focusing Waves 


Bell Telephone Laboratories has de- 
veloped a new type of metal lens to focus 
radio waves in a relay system for tele- 
vision. The device may be compared toa 
searchlight focusing light waves. 
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Financial News 
and Comment 


By OWEN ELY 


Quarterly Review of Holding 
Company Progress 


MERICAN & ForEIGN PowEr—There 

have been no special developments 
since our review in the January 6th issue, 
with respect to the plan, which is again 
before the SEC, The company finally 
passed the quarterly dividend on the first 
preferred ‘stocks due December 15th, 
after two postponements, While the 
$8,000,000 loan from the Export-Import 
Bank to the Brazilian subsidiaries was 
approved after long delays, the cash has 
not yet been actually transferred, and 
accordingly the cash stringency in the 
New York office continues. Progress also 
remains slow with respect to proposed 
loans from the Export-Import Bank or 
the International Bank to the Mexican 
and Chilean subsidiaries, In the mean- 
while, however, earnings continue excel- 
lent. (See President’s year-end letter to 
stockholders, anticipating the annual re- 
port.) 

American Light & Traction — The 
company is now an integrated holding 
company retaining only its gas subsidi- 
aries and the new pipe lines. While share 
earnings for the calendar year ended De- 
cember, 1948, were only 69 cents as con- 
trasted with the $1.20 dividend rate, the 
earnings picture for 1949 should be radi- 
cally improved due to the substantial 
tate increase obtained by the principal 
subsidiary, Michigan Consolidated Gas. 
Moreover, progress with the new pipe- 
line system is being expedited. Future 
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earning power may stabilize somewhere 
around the.$3-$4 level, according to Wall 
‘Street forecasts. 


MERICAN Power & Licut—In the 
last holding company review, refer- 
ence was made to the compromise plan 
filed in December, under which the prin- 
cipal assets would be distributed in the 
ratio of 82 per cent to the preferred 
stocks and 18 per cent to the common 
stock. Details are now available as to dis- 
tribution of subsidiary shares: 
$6 $5 
Pref. Pref. Common 
1.059 0.892 0.125 
0.228 0.027 
0.278 0.033 
1.255 0.148 
2.028 0.239 


1.188 0.140 


Florida Pwr. & Lt. 
Kansas Gas & Elec. . 
Minnesota Pwr. & Lt. 
Montana Power .... 
Texas Utilities 
American Pwr, & Lt. 
new common .... 


The new common shares of the holding 
company would reflect its continued in- 
terest in Washington Water Power and 
Pacific Power & Light. However, this 
is apparently a temporary device since 
the company wishes to contribute the 
stock of Pacific Power & Light to Wash- 
ington Water Power, and the stock of the 
latter company may then be distributed 
to stockholders of American. The re- 
maining holding, Portland Gas & Coke, 
will be disposed of within a year after 
it completes its recapitalization program. 

It is understood that there is substan- 
tial agreement among the various protec- 
tive committees regarding the plan, which 
may help to expedite its consummation 
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after the usual SEC and Federal court 
proceedings. Break-up values are esti- 
mated approximately as follows : $6 pre- 
ferred $102, $5 preferred $86, common 
stock $12. (See March 3rd FortNn1GHT- 
Ly, page 310.) 


i Pustic UtiLities — The 
company’s income 54s, currently 
selling around 17, represent an indirect 
claim on the remaining portfolio of the 
subholding company, Consolidated Elec- 
tric & Gas, This includes the stocks of 
small electric, natural gas, transit, ice, 
and foreign electric and gas companies. 
Due to the diverse character of these 
holdings, appraisal is difficult, but break- 
up value has usually been estimated 
around 25. In a recent 5-page study, how- 
ever, the New York Hanseatic Corpora- 
tion estimated the value at 30. 

Central States Electric—The latest of 
a series of proposed plans was filed De- 
cember 15th by the trustees. It proposes 
a single open-end investment company in 
place of the three separate investment 
companies now in the Centra] States 
group. Debenture holders would receive 
common stock of the new company in 
full recognition of their claims, and the 
7 per cent preferred would also receive 
some common, but no provision was made 
for junior stockholders. Details of the 
plan seem rather complicated. ° 

Cities Service—The company plans to 
sell its interest in Ohio Public Service, 
which may net about $17,000,000. Sale 
of Toledo Edison and some smaller 
utility interests also may be necessary to 
“clear” the company under the Utility 
Act. 

Commonwealth & Southern — The 


company’s dissolution plan is now 
before the Federal court. at Wil- 
mington for enforcement, having been 
approved by the SEC. A decision is 
anticipated at an early date, and, as- 
suming that this is favorable and 
that there is no appeal, the plan might 
become effective in July. Following re- 
tirement of the preferred stock under the 
plan, the company expects to distribute 
.35 share of Southern Company common 
stock and .06 share of Ohio Edison to 
each share of its own common, This is 
on the assumption that the small remain- 
ing bank loan can be paid off by July, 
which appears probable, Southern Com- 
pany has no stock in the hands of the 
public, but it is estimated that the current 
market value should be at least 74, based 
on the 60-cent dividend and an assumed 
yield of 8 per cent, The rapid rise in 
earnings should, it is conjectured, war- 
rant a /0-cent rate later in the year, and 
eventually the stock might sell on a 7 per 
cent yield basis or around 10. Immedi- 
ate break-up value is thus figured at 
about $4.40 (plus any small remaining 
cash) while eventual value of the pack- 
age might exceed $5.30, it is estimated. 


| apwigr Power & Licht—The SEC 
on March Ist approved the com- 
pany’s dissolution plan, subject to sev- 
eral minor amendments to which the 
company subsequently agreed. A new 
company, Middle South Utilities, Inc., 
will be organized to control the four elec- 
tric subsidiaries, and distribution of 
assets will be made principally in com- 
mon stocks of United Gas and Middle 
South, as shown below. 

In estimating the break-up value, 


t 4 


No. Shares Received 


Middle 
Current United South 
Price Gas Utilities 
(8), rae 160 6.5 
EE, Socndavseded 5.9 
$7 2nd Pfd 6.25 
1.32 
44 


Break-up 


*Includes cash for dividend arrears since July 1, 1948. 
**Might receive some cash in addition to stocks. 
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United Gas is included at the recent 
market price of 194; and Middle South 
at an estimated price of 16. Middle South 
in 1948 earned $1.94 per share on a pro 
forma basis after allowance for estimated 
holding company overhead and taxes. 
Only about $1.23 would be carried down 
to the holding company, it is estimated, 
and the indicated initial dividend rate 
might be $1.10. The assumed price of 16 
would reflect a yield of about 6.9 per cent. 


GC Pustic Utitities — The 
company has filed with the SEC 
a plan to be consummated in several 
steps over a period of time, to dispose 
of all subsidiaries with the exception of 
those in Pennsylvania and New Jersey. 
This would reduce major subsidiaries to 
five, with current revenues of about 
$100,000,000, compared with recent sys- 
tem revenues of $178,000,000. As a first 
step, GPU about March 12th offered its 
stockholders the right to subscribe to 
some 800,000 shares of New York State 
Electric & Gas Corporation at 41 on a 
1-for-10 basis. Proceeds (approximat- 
ing $32,000,000) will be applied to repay 
part of the $13,000,000 parent company 
bank loans, to make investments in sub- 
sidiaries to aid construction programs, 
and to reduce the outstanding Associated 
Electric debentures. 

The subholding company, Associated 
Electric Company, has about $53,000,000 
debentures outstanding. Major subsid- 
iaries are Pennsylvania Electric Com- 
pany and Manila Electric Company, The 
indenture securing the debentures re- 
stricts issuance of additional securities 
and bank loans by subsidiaries. Further- 


more, until SEC approval is secured, 
Associated Electric cannot pay dividends 
to GPU. Reduction and refunding of 
the debenture issue are therefore essen- 
tial. Refinancing of Staten Island Edison 
should provide GPU with some $5,000,- 
000 cash plus all the new common stock, 
which may then be sold or distributed. 
A substantial rate increase was recently 
obtained. 

Because of the flexibility of the GPU 
plan, it is impossible to estimate pro 
forma earnings. A sharp increase in sys- 
tem consolidated net is anticipated in 
1949, due to higher rates, relief from 
nonrecurring expenses, installation of 
new generators, and continued rapid 
gains in the Philippines, where electric 
consumption is double the prewar level. 
Therefore, with future flow of dividends 
from Associated Electric made possible 
by the pending plans, parent company in- 
come might be maintained around the 
$1 level, permitting continuance of the 
80-cent current dividend rate. Eventual- 
ly, after the New York and Philippine 
properties have been disposed of and the 
debt structure revamped, an increase in 
the dividend rate would seem possible. 
In the meantime, stockholders are receiv- 
ing rights to buy New York State Elec- 
tric & Gas stock, and possibly future 
distributions of the stock of Rochester 
Gas & Electric and Staten Island. 


NTERNATIONAL Hypro ELEectric— 
The company’s principal holdings are 

as shown in the table below. 
After deducting the $18,600,000 prin- 
cipal amount of 6 per cent debentures 
(30 per cent paid), there would be a 


e 


1,439,000 shs. Gatineau Power Co. ... 
320,000 shs. Eastern N. Y. Power Co. 
534,000 shs. New England Elec. Sys. 8% 


Est. cash (net quick 


Market Estimated Estimated 
Value Value Value (Mill.) 


$20 

32 10 
5 

2 

"$37 


*Value estimated on basis of 7 times the $1,455,000 balance for com- 
mon stock for the twelve months ended June 30, 1948, or $4.57 per share. 
The 1948 calendar year earnings might be lower due to drought condi- 


tions. 
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1,315,000 shs. Central Maine Power 
494,000 shs. Pub. Serv. of New Hampshire... . 
232,000 shs. Central Vt. Public Service ....... 


balance of estimated value for the pre- 
ferred and class A stocks of $18,400,000. 
While a number of plans have been for- 
mulated in the past for distribution of 
securities to the debentures and the two 
classes of stock, these are now considered 
obsolete, and a new plan is said to be in 
preparation by the trustees. 

Long Island Lighting—Hearings on 
the proposed acquisition of a substantial 
common stock interest in the recapitalized 
company by Consolidated Edison were 
held earlier this year, and were recessed 
to April 5th. Vice President Doebler 
testified that the company could save 
$22,000,000 in construction costs of new 
electric and gas generating plants if the 
company obtained the extra gas and elec- 
tricity from Edison. 

Middle West—The company in Janu- 
ary distributed one share of Kentucky 
Utilities for each two shares of Middle 
West, completing the major part of the 
dissolution program. The stock is cur- 
rently selling around 2, which appears 
to reflect approximate liquidating value. 
Middle West Utilities Company of 
Canada, also a holding company, has an 
estimated break-up value of $1.36 per 
share of parent company stock. Cash per 
share is estimated at about 25 cents and 
miscellaneous assets at about 35 cents, 
making a $2 total. If Middle West of 


Price Total Value 
About ~+ (Mill.) 
Bea sid ele 16 $21.0 
23 11.3 
9 2.1 
$34.4 


e 


Canada is fortunate enough to sell its 
holdings of Winnipeg Electric and Great 
Lakes Power at substantial prices to pub- 
lic power agencies in Canada, another 
dollar might perhaps be added to the 
estimate. 

New England Public Service — The 
company’s remaining holdings are as 
shown above. 

From this should be deducted the pres- 
ent bank loan of $12,300,000, leaving 
$22,100,000. This would be equivalent to 
$143 a share on the 158,000 shares of pre- 
ferred stocks. However, a plan will have 
to be developed for allocation of assets 
to the preferred and common, An 85-15 
per cent basis would give the preferred 
stock an estimated $121 a share. This 
would be an average figure for the $7 and 
$6 preferreds, which are currently quoted 
94-9 and 84-9, respectively. If the 
$4,000,000 escrow fund to pay the call 
premiums on the prior preferred stocks 
(retired sometime ago at par and divi- 
dend arrears) is not needed, this amount 
could be added to the total liquidating 
value. 


IAGARA Hupson Power — SEC 
hearings have been held on the 
company’s new dissolution plan, which 
is tied to the plan for merging principal 
subsidiaries, Ebasco Services presented 


7 


No. of Times Earned 


Interest Preferred Income Deductions Earnings Per Dividends Per 
Year On Debt Dividends & Pref. Divds. Common Share*Common Share* 
OR ha ch 41 6.0 2. $1.50 $1.15 
ge oe. 42 7.1 3.1 1.82 1.40 
Re 4.1 7.0 3.3 2.01 1.40 
ee 4.5 7.3 3.3 2.33 1.40 
SD -tkwelduausiin 4.7 8.1 3.5 2.63** 1.98** 





*Based on 9,606,314 shares. 


**Hypothetical figure based on stock outstanding at June 30th, 
Average per share amount will be lower than this due to issuance of additional shares July Ist. 
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an elaborate 309-page estimate of earn- 
ings for the principal subsidiaries, as 
shown in the table at bottom of page 438. 

On the basis of these projections, and 
assuming consummation of the merger 
of the operating companies and dissolu- 
tion of the holding company, it is esti- 
mated that the new common stock might 
eventually sell around 18-20 (under pre- 
vailing market conditions). This would 
be equivalent to about 12-14 for the pres- 
ent stock, which is currently selling 
around 10. 

North American Company—The dis- 
solution of North American Light & 
Power was completed some weeks ago, 
and North American Company has taken 
over the holdings of that company in 
Kansas Power & Light, Missouri Power 
& Light, and Illinois Power. North 
American has decided to distribute its 


holdings of West Kentucky Coal Com- 
pany to stockholders after transferring 
part of the coal property to Union Elec- 
tric. According to President Freeman, 
this move will result in substantial 
economie§ for the latter company, which 
will now be able to construct new power 
plants in Missouri rather than Illinois, 
with substantial financing advantages. 
Philadelphia Company — The SEC 
postponed from February 15th to April 
5th a hearing on the plan for simplifica- 
tion of the company’s capital structure, 
filed by Standard Gas & Electric Com- 


pany. 


~~ Gas & ELectric COMPANY 
—The company is further reducing 
its bank loan through the sale of 364,000 
shares of Northern States Power of 
Minnesota. There are no further devel- 
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CHART I — ABSOLUTE GROWTH OF LIFE INSURANCE ASSETS — 1920-1946- 
(Of Companies Holding From 89.0% to 94.8% Of The Assets Of All U.S. Legal Reserve Companies. See Table I) 
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opments with respect to a final dissolu- 
tion plan, Arrears on the prior prefer- 
ence stocks are now “frozen” by payment 
of regular current dividends. 

United Corporation’s plan to retire 
the preference stock was approved by 
the SEC in 1948 and by the U. S. District 
Court January 31, 1949. A preferred 
stockholders’ committee is appealing the 
decision to a higher court. The company 
had previously planned to put the plan 
into effect April 30th, and, if a stay is 
not granted, will proceed with the retire- 
ment of the preference stock. If the plan 
is consummated, and assuming that the 
SEC is agreeable, the corporation pro- 
poses to distribute one-tenth share of 
Niagara Hudson Power to each share of 
its own common stock, This will reduce 
the voting power held in Niagara. In 
order to reduce holdings in so-called 
“statutory subsidiaries” it might prove 
necessary to sell some shares of Niagara 
Hudson, Columbia Gas, South Jersey 
Gas, etc., but no important changes in 
the portfolio will be necessary. 

The cash thus realized, possibly in the 
neighborhood of $5,000,000, will aug- 
ment present cash and leave a moderate 
working balance after taking care of the 
cash requirements of the plan as well 
as the cash required under the Niagara 
Hudson Power plan. Recent liquidating 
value of the common stock approximated 
$4.15 after allowance for the plan, It is 
estimated that, assuming the above pro- 
gram is consummated this year, dividends 
of 15-20 cents could be paid on the com- 
mon stock in 1950, which would afford 
a yield of 74-10 per cent on stock bought 
at current levels (ex Niagara). Since the 
company has very large unrealized tax 
losses, dividends could probably be made 
tax free for some years to come. 

United Light & Railways—On Febru- 
ary 16th the management decided to 
liquidate both the company and the sub- 
holding company, Continental Gas & 
Electric Corporation. It is estimated that 
it will take about a year to develop a final 
plan of liquidation. Steps previously an- 
nounced include a second offering of 
common stock of American Light & 
Traction through subscription rights, 


borrowing of funds to retire preferred 
stocks, and the distribution or sale of 
Madison Gas & Electric (received from 
American Light & Traction). 


EST PENN Exectric— The com- 

pany on February 3rd filed a new 
plan to concentrate ownership of subsidi- 
aries in the top company. The double 
function of West Penn Railways—as a 
holding company and transit system— 
will be eliminated. The 866,000 common 
shares of West Penn Power which it 
owns will be transferred to West Penn 
Electric, together with a few shares of 
West Penn Electric preferred and $2,- 
200,000 in cash, In return West Penn 
Electric will surrender to Railways 
169,917 shares of that company’s com- 
mon stock and will assume the liability 
for $4,372,500 West Penn Traction 5 
per cent noncallable bonds due 1960. 
Railways will then function as a transit 
company, 

Electric will purchase 584,000 common 
shares of Monongahela Power now 
owned by West Penn Power for $7,000,- 
000 plus simple interest at 5 per cent and 
the amount of dividends declared up to 
the time of repurchase. West Penn 
Power will distribute to stockholders its 
profit on the sale, and Electric will dis- 
tribute to Power’s minority stockholders 
any additional amount necessary to make 
the transaction fair and equitable. 


* 


Double Taxation 


RESIDENT A. F. Tegen of General 

Public Utilities Corporation, in his 
interim report for the last quarter of 
1948, made an interesting comment about 
the double taxation of dividends, On the 
income available for dividends the cor- 
poration must first pay its own income 
tax of 38 per cent, leaving 62 cents out 
of $1 of net earnings. Assuming a 75 
per cent pay-out, dividends would be 45 
cents leaving 17 cents retained in the 
business, Of the 45 cents received by the 
stockholder, he may have to pay Federal 
income taxes ranging between 20 per cent 
and 82 per cent. 
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DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 
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Revenues $10-$24,000,000 
Atlantic City Elec. ........ 
Central Arizona L. & P. ... 
Central Hudson G, & E, ... 
Central Illinois E.& G. .... 
Central Maine Power 
Columbus & S. Ohio Elec... 
Delaware P. & L 

Florida Power Corp. ...... 
Gulf States Util. .......... 
Hartford Elec, Light 

Idaho Power 

Indianapolis P, & L. ...... 
Interstate Power 

Kansas Gas & Elec. ....... 
Kentucky Utilities 
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Mountain States Power .... 
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Portland General Elec, .... 
Public Service of N. H. ... 
San Diego G. & E 
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(Continued) BF FE cen. Ee oe ee 
About Rate Ended Period Period crease 
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South Carolina E. & G. ... 
Southwestern Pub. Serv. .. 
Tampa Electric 

United Illuminating 

Utah Power & Light 
Western Mass. Cos. ....... 
Wisconsin P. & L. ........ 


Averages 


Revenues under $10,000,000 


California Elec. Pr. 
California Oregon Power . 
Central Vermont Pub. Serv. 
Community Pub. Service .. 
El Paso Electric 
Empire Dist, Elec. ........ 
Gulf Pub. Service 
Iowa Southern Util. 
Madison Gas & Elec, ...... 
Michigan Gas & Elec, ..... 
Missouri Utilities 
Northwestern Pub, Serv... 
Penn Water & Power .... 
Pub. Serv. of New Mexico. 
Rockland Light & Power . 
Sierra Pacific Power 
Sioux City G. & E. 
Southern Indiana G, & E... 
Tide Water Power 
Averages 
Averages, four groups . 


Canadian Companies + 

C Brazilian Trac. Lt. & Pr. .. ‘ ! Dec.’47 $3.69 
C Gatineau Power 1 ‘ é Dec.’47 1.63 
C Quebec Power ' 4 Dec.’48 1.14 
C Shawinigan Power , . Dec.’48 1.58 
C Winnipeg Electric . . Dec.’47 1.96 


Integrated Holding Company Stocks 
C American Gas & Elec. ..... 

S Central & South West 

S New England Elec. System. 

O New England G. & E. 

S Wet Penn Elec, ....ccccee 


Averages 


Other Holding Company Stocks 
American L, & Tr. ......+- . } Dec.’48 $ .69 e a 
Cities Service . . Dec.’47 10.93 
Electric Bond & Share .... 
General Pub. Utilities 13 80 . Sept. ‘ 2.05 
North American 17 Cash & Stock — 
Philadelphia Co, .......... 12 70 
United Gas Imp. 1.30 
United Lt. & Rys. ......... 26 Stock 
West Penn Power 2.00 

Averages 


B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. E—Estimated. **Estimated on average number of shares 
outstanding. On actual number of shares outstanding at December 31, 1948, earnings were equal 
to $4.25 a share. *Pro forma. tWhile these stocks are listed on the Curb, Canadian prices 
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What Others Think 


Hopes of Southwestern Power 
Administration 


T is well known that the U. S, Depart- 
ment of Interior has become the 

largest single agency in the country for 
marketing electric power. The South- 
western Power Administration would 
like to improve its position in the Interior 
Department and in its service area by 
congressional legislation. Funds, status, 
and definite authority from Congress 
constitute the aims of SWPA. Legisla- 
tion desired is a law patterned on the 
Bonneville Act of 1938. 

Douglas G. Wright, Administrator of 
SWPA, explained the agency’s aims in a 
formal 16-page statement entitled ‘“‘Pro- 
gram and Problems,” presented in Tulsa, 
Oklahoma, December, 1948. SWPA is a 
marketing agency organized under the 
division of power of the Interior De- 
partment. Its present primary function 
is to sell power generated by dams con- 
structed by the Army Corps of Engi- 
neers. 

The statement of Mr. Wright shows 
in detail the facilities under construction 
and those which have just recently been 
proposed to the Bureau of the Budget. 
The proposed program calls for Federal 
investment of $30,380,000 over the next 
four or five years, The area involved con- 
sists of the states of Louisiana and 
Arkansas and much of the states of Mis- 
souri, Kansas, Oklahoma, and Texas. 


The Program 


“oe Army Engineers are expected 
to have available an aggregate of 
451,000 kilowatts by the end of 1953 to 
be marketed by the Southwestern Power 
Administration. In 1945, the total was 
70,000 kilowatts from two dams. 
According to the plans of the Depart- 
ment of the Army, provision is to be 
made for the ultimate installation of 1,- 


276,400 kilowatts of generating capacity 
in 14 reservoir projects in the area, Of 
that amount, 903,900 kilowatts are ex- 
pected to be installed in the foreseeable 
future. 

Two of these projects are in op- 
eration, six are under construction, and 
six others have been authorized by 
Congress. 

The facilities under construction, and 
those which have just recently been pro- 
posed to the Bureau of the Budget, call 
for Federal investment of $30,380,000 
in new appropriations over the next four 
or five years. 


Power Requirements 


Mr. Wright in his statement at Tulsa 
held that 

In order to utilize the hydroelectric 
capacity to be installed in the area, to 
the most economic advantage of the 
nation and the region, it is necessary 
that the Southwestern Power Admin- 
istration either work out contractual 
relations with private utilities or in- 
stall its own fuel-burning generation 
so that the government’s hydroelectric 
power can be utilized to serve peak 
loads of the area, and the energy from 
fuel-burning generation can carry the 
base or average loads, thus firming up 
the government’s available hydroelec- 
tric capacity. 


He stated further: 


If such arrangements with private 
utilities cannot be worked out, the 
Southwestern Power Administration 
should be authorized to build fuel elec- 
tric generating capacity in sufficient 
quantities to firm up the energy avail- 
able from the government’s hydroelec- 
tric facilities. 
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Private Utilities 


O* the subject of apprehension of 
private utilities regarding the ex- 
pansion of SWPA, Mr. Wright said: 


The private utilities in the South- 
west have expressed grave concern as 
to the possibilities of the Southwest- 
ern Power Administration “running 
them out of. business.” This concern 
seems misapplied because there is not 
sufficient hydroelectric power, even if 
firmed up with additional steam capac- 
ity, to serve the electric loads which 
will be experienced in the Southwest 
by the time the hydroelectric facilities 
can be constructed. It has been esti- 
mated that the rural electric codpera- 
tives in the six (6) states of the South- 
west could alone absorb more than the 
903,900 kilowatts which may be in- 
stalled in the flood-control projects 
within the next ten or fifteen years. 

According to many statements of 
the private utilities, their service to 
rural electric cooperatives is frequently 


performed at a loss or at almost no 
profit. If such be the case, they should 
be happy to have the government re- 
lieve them of such a burden. 

Should the estimated loads to be ex- 
perienced by rural electric codpera- 
tives be discounted by as much as 50 
per cent, it is evident that the re- 
mainder of the available hydroelectric 
power and energy could be sold to elec- 
tric systems of municipalities which 
own their present generating facilities 
and to new loads to be established in 
the area, without jeopardizing a single 
dollar of revenue to be made by the 
private utilities. 


The above quotations are sufficient to 
portray clearly the policies and aims of 
the Southwestern Power Administration. 
The remainder of Mr. Wright’s state- 
ment is devoted primarily to relating the 
“inadequacies of present appropriations” 
by Congress. The shortage of aluminum 
is discussed briefly. And the concluding 
paragraphs reiterate in detail the desired 
new legislation from Congress, 





Connecting Links 


ERVING Bell system companies from 
coast to coast, the men of Western 
Electric’s installation division form a 
mobile force which is unique in Ameri- 
can industry, Those words introduce an 
interesting story entitled “Installation by 
Western Electric Company.” It appears 
in the winter issue of the Bell Telephone 
Magazine, published by the American 
Telephone and Telegraph Company. 
During these days of discussion of the 
relationship of Western Electric Com- 
pany to its parent, AT&T, and to sub- 
sidiary operating companies, it is of in- 
terest to know some of the facts about 
one of the most important connecting 
links between the manufacture of tele- 
phone equipment and its ultimate use. 
The average telephone subscriber is 
familiar with the telephone company em- 
ployee who installs an instrument in one’s 
home or office. He knows that this in- 


MAR, 31, 1949 


staller is hired by the local telephone 
company, However, little is generally 
known about the installation group of 
Western Electric Company which 
“makes ready” the central office equip- 
ment it manufactures, through which 
one telephone may be connected with any 
other telephone almost anywhere. 
From the article in the Bell Magazine, 
we relate here in abbreviated form some 
of the little known but dramatic facts re- 
garding Western’s army of installers. 


x Hoe force is mobile, competent, and 
employed in widely scattered loca- 
tions, some jobs calling for man power 
running into the hundreds, some for as 
few as two or three men. 

Today the average installer is twenty- 
five and a half years of age. Chances are 
that he’s a veteran, for about 67 per cent 
of the installer division’s present force 
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WHAT OTHERS THINK 


saw service in recent World War II. 

The postwar years have been the most 
active in all of the group’s history. On 
VJ-Day there were less than 5,000 peo- 
ple on the division’s rolls, Today there 
are some 22,000, 

Classroom training to supplement job 
training was most important during the 
war. Courses were outlined in detail. 
Some ran for as long as thirty-six days, 
some for as little as one, At its peak, in- 
stallation’s nation-wide vocational school 
was comprised of some 100 branches in 
80 cities and towns, 

During 1946 the average working day 
found 10 per cent of the field force in 
the classroom, Today the training pro- 
gram has passed its peak. The force is 
stabilizing. 

Actual installations hit a record in 
1948. Installers are as “deadline-con- 
scious” as newspaper reporters. Statistics 
prove it, The installer really puts his 
heart into the job. At present, installers 
are working in approximately 1,700 
buildings in about 1,500 different cities 
and towns from coast to coast. 

Flexibility of the group is important. 
It is an asset clearly demonstrated in 
emergencies. Take the case of the fire in 
River Grove, Illinois, a suburb of Chi- 
cago. In that instance, installers from 
near by and from beyond the state’s bor- 
ders were mobilized in less than twenty- 
four hours, completed a job in the record 
time of eleven days. 


Uniformity 
Uniformity of policies and practices, 


of installation techniques and standards 
on a nation-wide basis, are some of the 
contributions this group makes to the 
nation-wide telephone service of the Bell 
system. 

It is this uniformity, made effective 
nationally through common management, 
which permits two installers from widely 
separated points to be assigned to the 
same job and go to work at once as a 
team. It permits a supervisor to get a job 
rolling promptly and effectively with a 
crew of which he cannot see a single 
face. 


An Interesting Job 


HEN an installation crew moves in, 

it brings not only the tools required 
for the job but the furniture and fixtures 
as well—the desks and files and lockers. 
When a job supervisor takes over a new 
assignment, he moves in and “sets up 
shop” in every sense of the phrase. 

On or before “start date” he and an 
advance guard of installers set up an 
office and a storeroom and arrange for 
the receipt of equipment, Then decks are 
clear for the material to roll in, and for 
the men who will transform that material 
into a fully operative nerve center for 
speechways. 

In the case of a 10,000-line cross-bar 
dial exchange of the latest type, the ma- 
terial may weigh in at more than 300 
tons. Normal installing interval for such 
a project is twenty-nine weeks. To make 
ready for active duty will require a crew 
numbering 101 men at the peak and 56 
on the average. 





Unions in Municipal Employment 


HE employee of a Federal, state, or 

local government is somewhat at a 
disadvantage, because his right to strike 
is limited in most instances by law, cus- 
tom, and a loyalty to public service. 
Grave diggers, hired by church ceme- 
teries, find themselves in a somewhat 
similar situation. Nevertheless they or- 
ganize into unions for the purpose of col- 
lective bargaining. 
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Recognition of their right to bargain 
collectively is one of their chief problems. 
Rollin B. Posey has written an informa- 
tive article on this subject in the Febru- 
ary, 1949, issue of Public Management, 
which terms itself the journal of the In- 
ternational City Managers’ Association, 
devoted to the conduct of local govern- 
ment. 

Mr. Posey calls his article “Recogni- 
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tion of Unions in Municipal Employ- 
ment.” 


T is an exposition and analysis of five 

degrees of recognition with empha- 
sis on the implications of collective 
bargaining in public employment, He 
concludes : 


... exclusive bargaining is the appro- 
priate type of recognition of unions of 
governmental employees, if the em- 
ploying agency has accepted the policy 
of collective negotiation. Through ex- 
clusive bargaining the governmental 
employer can conduct collective nego- 
tiations in as constructive a manner as 
possible, and yet in a way that is con- 
sonant with public policy. 


By the term “exclusive bargaining,” 
Mr. Posey means bargaining in which 
the union represents in its dealings with 
management all employees, whether 
members of the union or not. 

Arguments, pro and con, are given for: 
(1) bargaining for members only, (2) 
maintenance-of-membership agreements, 
(3) union shop, and (4) closed shop. 


On the subject of antiunion activity 
of individual members, Posey distin- 
guishes between public and private em- 
ployment as follows: 

. . so far as expulsion for antiunion 
conduct is concerned, unionists say 
that a union member who commits acts 
that weaken the union is jeopardizing 
the position of his fellow employees 
whose status has been improved - by 
unionization. He is thus failing his re- 
sponsibility toward his fellow workers. 
The argument is cogent for private in- 
dustry, but it does not overcome the 
root difficulty of basing the right to 
hold a governmental position in part 
upon membership in a private organ- 
ization, Such a requirement violates 
the concept of governmental neutral- 
ity. It is an offensive public policy. 


Mr. Posey was formerly engaged in 
governmental research work in Cincin- 
nati and Hartford, and was on the staff 
of the Institute of Local and State Gov- 
ernment at the University of Pennsyl- 
vania. The address of Public Manage- 
ment is 1313 East 60th street, Chicago 
37, Illinois. 





Dearth of Venture Capital 


M“x utility companies are worried 
about the difficulties in obtaining 
new funds for expansion of plant through 
the sale of common stock, It is a real 
problem to some companies which fear 
to do further financing by selling bonds. 
Some refreshing new thoughts on this 
general subject appeared in the Harvard 
Business Review of November, 1948. 
Stanley L. Miller, economist with the 
Federal Reserve Bank of New York, has 
contributed an article entitled “The 
Equity Capital Problem.” 

After discussing all of the important 
factors in the situation, Mr. Miller ends 
his article with the following interesting 
paragraph: 

In closing, it should be emphasized 


that the relative dearth of new equity 
financing and the substantial reliance 
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on debt instruments characteristic of 
corporate financial practice in the post- 
war years have thus far had no serious 
consequence for corporate financial 
positions. Rather, corporate net worth 
has continued to rise relative to total 
liabilities because of the use of retained 
earnings to finance the bulk of corpo- 
rate financial needs. 


The author starts his article by point- 
ing out that there are two conflicting 
views with respect to the problem, 

First view: Flotation of new common 
stocks in the open market on reasonable 
terms is difficult, Also, it tends to depress 
prices of outstanding stocks, Hence, sell- 
ing bonds or borrowing from banks is the 
present preferred method of raising 
funds. Factors causing the shortage of 
equity capital include: (1) heavy Federal 
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“FIRST SHE DROPS HER HANKY, THEN SIR WALTER HERE PICKS IT UP— 
AND I THOUGHT I’D SEEN EVERYTHING!” 


surtax rates on higher income groups 
who normally provide the bulk of risk- 
savings; (2) double taxation of corpo- 
rate dividends ; (3) low interest on bonds 
and bank loans; and (4) high margin 
requirements on the stock exchanges. 
Second view: The lack of equity fi- 
nancing has been overstressed. One inves- 
tigator holds that the proportion of new 
money stock issues to total new money 
security offerings in 1946 and 1947 ap- 
proximated that prevailing during the 
1920’s except for the years 1928 and 
1929. Mr, Miller credits this thought to 
Irwin Friend, “Business Financing in 
the Postwar Period,” Survey of Current 
Business, March, 1948, page 13. 


AN this point in the article, the author 
starts his attempt to arrive at a 
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reasonable perspective and to resolve the 
two conflicting views. The basis of his 
analysis consists of three thoughts relat- 
ing to known differences in the situation 
after World War II and previous pe- 
riods, These thoughts are: (1) the larger 
capital requirements of today; (2) the 
use, particularly in the early postwar 
years, of substantial amounts of liquid 
assets accumulated by corporations dur- 
ing the war; and (3) the trend toward 
business borrowing from banks. 

From that analysis, Mr. Miller con- 
cluded that the situation was not as bad 
as many had surmised. For example, he 
believes that the claim that high surtax 
rates on incomes in the upper brackets 
have greatly curtailed the volume of ven- 
ture savings of the higher income groups 
has. perhaps been exaggerated, Several 
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reasons are given. He said, “the lower, 
long-term capital gains tax rate should 
tend to stimulate risk taking, giving rea- 
sonable chances of success of the ven- 
ture.” 

On the other hand, the author dis- 
cusses a point which to his mind has re- 
ceived less emphasis than it deserves. He 
holds that the course of stock prices is 
probably the most potent factor influenc- 
ing the volume of new common stock is- 
sues. On this point Mr. Miller says in 
part: 


.. + In times of rising stock prices, not 
only is investor receptiveness to new 
issues stimulated, but corporate man- 
agement’s willingness to float new 


stock issues in preference to bonds is 
enhanced by the fact that rising prices 
reduce the yields on stocks and conse- 
quently substantially reduce the cost 
of money obtained in this way. 


Further it is pointed out that investor 
receptiveness or willingness to purchase 
new or outstanding common stocks has 
been considerably dampened since the 
middle of 1946 by the many predictions 
of an approaching postwar business re- 
cession. These pessimistic views have 
been recurrent despite their contradiction 
by events; and Mr, Miller adds, “Such 
an atmosphere is hardly one to encourage 


the ready investment of risk capital.” 





Gas Reserves High 


JOINT report of the committee on 
reserves of the American Gas As- 
sociation and the American Petroleum 
Institute reveals an increase in natural 
gas reserves in 1948. Proved reserves in 


the United States at the end of the year 
were 173.87 trillion cubic feet and proved 
liquid hydrocarbon reserves were 26.82 
billion barrels. Comparable estimates as 
of December 31, 1947, were 165.93 tril- 
lion cubic feet of natural gas and 24.74 
billion barrels of hydrocarbon reserves. 

Discoveries of new natural gas fields 
and of new pools in old fields added 4.13 
trillion cubic feet to estimated reserves 
in 1948, while extensions and revisions 
of previous estimates of reserves in ex- 
isting fields amounted to 9.77 trillion 
cubic feet. Furthermore, estimated re- 
serves of gas in underground storage 
were 51.5 billion cubic feet greater on 
December 31, 1948, than a year earlier, 
it was said, 

Estimated net production of natural 
gas for 1948 was 6.01 trillion cubic feet 
compared with 5.63 trillion cubic feet 
produced in 1947, Natural gas liquid 
reserves on December 31, 1948, amounted 
to 3.54 billion barrels, compared with 
3.25 billion barrels a year earlier. 


The American Gas Association Com- 
mittee on Domestic Gas Research and 
the utilization bureau of the association 
plan an interesting conference in Cleve- 
land, March 31st and April 1st, Some of 
the subjects to be discussed are: 


1. The Real Needs of Gas Appli- 
ances to Meet Customer Preferences. 

2. Up-to-date Information on Ap- 
pliances. 

3. What the Postwar Revision of 
AGA Approval Requirements Means 
to Utility and Manufacturer Engi- 
neers. 

4, Dynamic Forces That Are A ffect- 
ing Gas Appliance Design and Manu- 
facture. 


The staff of the AGA Testing Labo- 
ratories will be available for consultation 
on research and utilization subjects on 
Wednesday, March 30th. Special ap- 
pointments may also be made for Satur- 
day morning, April 2nd. 

Also, the AGA Technical Section is 
holding a conference on distribution, 
motor vehicles, and corrosion in Cincin- 
nati, April 4th, 5th, and 6th. More than 
600 delegates are expected to attend the 
conference, 
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The March of 


Events 


In General 


Senate Group Weighs Straus 


ENATOR Downey (Democrat, Cali- 
fornia), would-be nemesis of Recla- 
mation Commissioner Straus and his re- 
gional director, Richard Boke, drew first 
blood in his battle to keep Straus and 
Boke off the Federal payroll. On March 
8th, a Senate Appropriations subcom- 
mittee on Interior voted, 7 to 4, to re- 
tain a section of last year’s Interior De- 
partment Appropriation Pill which would 
oust Reclamation Commissioner Straus 
and his assistant, because they are not 
qualified engineers. The House, members 
following administration wishes, already 
had approved a rider repealing the engi- 
neer qualifications. But Downey evident- 
ly has impressed a number of his col- 
leagues in the Senate with his charges 
that Straus and Boke have persistently 
refused to obey the intent of Congress. 
Oddly enough, it was the Senate, 
rather than the House which supported 
Straus last year and yielded to the Re- 
publican House only after a spirited con- 
ference on the engineer qualification pro- 
visions. The showdown might find the 
position of the two chambers reversed at 
this session. 


Union Defies CIO on Power 
Projects 


G tex Utility Workers’ Union, a Con- 
gress of Industrial Organizations 
affiliate, on March 8th defied CIO 
policy on public power projects in the 
Tennessee, Missouri, and Columbia river 
valleys. 

Two of the union’s officers said 
their stand “agrees in part with the stand 
of many utility corporations.” The dis- 
pute may have to go to the CIO executive 
board for settlement, some sources said. 
The disagreement grew out of the Ten- 
nessee Valley Authority steam plant 
appropriation. 

The national utility union officers 
were advising all locals that the union 
stands “opposed to the public distribution 
of electrical power when adequate facili- 
ties are available from private industry 
to do this distribution job at fair and 
equitable rates.” 

The Utility Workers’ Union’s recent 
statement adds: “We have learned from 
bitter experience that our union can pro- 
duce better results for its members under 
private industry than under a govern- 
ment agency.” 


Delaware 


Utility Assessment Bill 

ILMINGTON would be permitted to 

double the present assessment on 
utilities in that city as a means of obtain- 
ing more revenue, under a bill introduced 
in the state legislature recently by Rep- 


resentative Joseph A. Bruno, Wilming- 
ton Republican. 

The proposed legislation would pro- 
vide as follows: 

The assessment on gas mains in actual 
use for each mile of the streets used 
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could be as much as $9,000 a mile instead 
of the present maximum of $4,500. 

The assessment on electric light, tele- 
phone, or telegraph lines could be as 
much as $14,600 a mile instead of the 
present maximum of $7,300. 

The assessment on poles, wires, or 
other overhead construction used in 
transmitting heat, light, or power could 
be as much as $8,800 a mile instead of 
the present maximum of $4,400. 

The assessment on telephone, tele- 
graph, or electric light underground con- 
duits, or wires, pipes, conduits, or other 
underground construction used in trans- 
mitting heat, light, or power could be as 


much as $8,800 a mile instead of the pres- 
ent maximum of $4,400. 
The minimums remain the same. 


Abolition of Tax Privileges 
Proposed 


aes of state tax - exemption 
privileges enjoyed by -codperatives 
was proposed by a bill introduced in the 
state legislature on March 11th by Sena- 
tor R, Allen Cannon, Seaford Democrat. 
The measure would provide that man- 
ufacturing and merchandising codpera- 
tives be licensed and taxed as are other 
manufacturers and merchants, 


Florida 


Phone Service Cancellation 
Asked 


g &- state railroad and public utilities 
commission on March 11th was 
asked to order cancellation of telephone 
service to gamblers in Miami and turn 
their lines over to private subscribers. 

R. K, Bell, Miami lawyer, asked for 
the inquiry and order in a formal petition 
filed with the state agency. He said he 
had been unable to get private telephone 
service since he moved to a new resi- 
dence, and offered to submit as evidence 
a list of 48 alleged gambling houses 
which have telephones. 

Bell contended the Southern Bell 
Telephone Company should deny service 
to those who use it “primarily for illegal 
and immoral purposes.” He asked for a 


public hearing on the question and that 
the commission allow him to use its proc- 
esses to obtain evidence. 


Tax Measure Fails 


B’ a vote of 14 to 3, the Jacksonville 
city council recently rejected a 
measure that would have reduced the 
existing 10 per cent utilities tax to 5 per 
cent. The tax applies to electricity, 
domestic gas, water, and telephone 
service. 

Sponsored by Councilman Harold W. 
Whitehead, the measure failed of pas- 
sage in committee and then was favored 
by Councilmen Joseph Kennelly, Jr., 
Ralph N. Walter, and Claude Smith, Jr., 
in the voting, Whitehead was not 
present, 


Indiana 


Senate Kills Labor Bill 

HE state senate early this month 

killed a bill which would have sub- 
stituted voluntary arbitration for com- 
pulsory arbitration of labor disputes in 
public utilities. The state senate earlier 
had rejected a bill proposing outright re- 
peal of the state’s 1947 antipublic utility 


strike law, which requires arbitration of 
utility labor disputes. 


Reciprocal Bus Bill Signed 


OVERNOR Henry F. Schricker early 


this month signed into Indiana law 


a bill exempting out-of-state bus lines 
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which operate only special or chartered 
runs through Indiana from regulation by 
the state public service commission, if 
Indiana bus lines are accorded similar 
privileges in domicile states of the other 


bus companies. The measure provides 
that such privilege be granted only when 
reciprocity agreement has been consum- 
mated with the Indiana Reciprocity 
Commission. 


Massachusetts 


FPC Hearing Halted 


HE month-old hearing on applica- 
tions for exclusive power rights on 
the Connecticut river was halted on 
March 9th, subject to resumption on 
order of the Federal Power Commission. 
The proceedings were stopped at the 
request of the FPC counsel. Attorney 
Joseph E. Hayden of the FPC staff said 
he did not have sufficient information on 
the plan of the Holyoke Municipal Gas 
and Electric Department for expanded 
development of the hydroelectric facili- 
ties of the river. 

Attorney James L. McGlothlin, a 
member of the legal staff of the Holyoke 
Water Power Company, bitterly opposed 
suspension. He said that the FPC staff 
knows enough about the merits of the 
company and department plans to come 
to a decision. “Suspension will simply 
mean we'll all have to come back here 
and start this rat race all over again,” he 
said. 

Hayden said he wanted the hearing 
halted because of changes in the depart- 
ment’s plan which came to light during 
the hearing. The studies of the FPC 
engineering staff, he said, were based on 
knowledge of details submitted by the 
department before the hearing started. 
The changes calling for abandonment of 
the company’s century-old canal system 
and substitution of a conduit system for 
supplying water to manufacturers need 
further study he claimed. 

In sustaining Hayden’s motion for 
suspension over McGlothlin’s heated pro- 
tests, Judge Maximilian G. Baron, pre- 
siding examiner, stated: “The Federal 
Power Commission is interested in find- 
ing out where the public interest lies. It 
would rather leave this matter in an un- 
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settled condition than make a decision 
in haste.” 

Hayden said after the hearing that the 
order to suspend would not be prejudi- 
cial to either the department or the 
company. 


Seeks Help on Deficit Problem 


Ca Paul A. Dever recently 
called on the state as a whole to 
help out in the deficit problem of Boston’s 
subway system. He didn’t put it quite so 
plainly, but he asked for $3,000,000 out 
of state funds to set up an underwriting 
fund in the state treasury, and he asked 
for $1,900,000 from the state highway 
fund—raised by the gasoline tax—to help 
pay for the maintenance of tracks, sub- 
ways, tunnels, and elevated structures. 

Dever laid down a 10-point program 
to shift the deficit burden off the real 
estate in the 14 cities and towns served 
by the subway system, officially called 
the Metropolitan Transit Authority, 

It is less than two years since the au- 
thority was created to take over the Bos- 
ton Elevated Railway, which has been 
under public control since 1918. 

The 10 points the governor outlined 
call for savings of a total of $8,175,000 
in the cost of running the system. 


Committee Reports Adversely 


— of municipal utility plants 
received a jolt recently when the 
state legislative committee on power and 
light voted to report adversely on four 
petitions to this end. Chief supporters of 
these measures have been Richard H. 
Long of Framingham, former State 
Senator Thomas M. Burke of Dor- 
chester, and the Hearst newspapers, 
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Meeting in executive session on March 
7th, the committee found some unex- 
pected opposition to adverse reports in 
its own membership—from members of 
other years who have previously been 
against municipal plants and in favor of 
private handling of these utilities. 

Following are the bills reported ad- 
versely by the committee: Senate No. 
390, petition of Thomas M. Burke for 
legislation relative to acquisition of light- 
ing plants by cities and towns; Senate 
393, petition of Massachusetts Social 
Security Association, Inc., by Richard 
H. Long, director, for legislation relative 
to the acquisition, construction, leasing, 
operation, and financing of a public util- 
ity by any municipality; House 762, 
petition of Massachusetts Social Security 
Association, Inc., for legislation relative 
to acquisition, construction, leasing, op- 
eration, and financing of public utilities 
by any municipality ; House 1,182, peti- 


tion of Representative James J. Twohig, 
Jr. (Democrat, Boston), for legislation 
to provide for public ownership of cer- 
tain gas and electric companies. 

Thomas M. Joyce, legislative counsel 
for the Massachusetts Gas & Electric 
Association, said that “beneath the verbi- 
age of these bills is a very definite 
scheme” to move into public ownership 
generally. The bills were drawn so loose- 
ly they would permit the taking over of 
railroads and telephone companies, Joyce 
said. Also in opposition were F. M, Ives, 
counsel for the Boston Edison Company, 
and Vincent Farnsworth, Jr., assistant 
treasurer of the Boston Consolidated Gas 
Company, - 

Long said that under his proposals, 
Boston could take over the MTA and 
the Boston Edison Company, and “at 
present rates make $25,000,000 a year 
a for the city without change of car 
are.” 


Michigan 


Public Not Adequately 
Represented 


Lear convinced that the rate-paying 
public is not adequately represented 
before the public service commission in 
rate hearing cases, Governor Williams 
recently said he may recommend changes 
in utility regulatory laws to this session 
of the state legislature. 

Following a conference with the com- 
mission staff early this month, the gov- 


ernor said he was still critical of the 
“results obtained” in rate hearings but 
that he was uncertain whether it was the 
fault of the commission or the system, 
or both, 

Shortly after taking office Williams 
said he was “disturbed by the trend” of 
rate increase orders and since then has 
had conferences with the commission, 
representatives of consumers, and utility 
companies, with a view of seeing what 
could be done, 


Ohio 


Agree to Post Bond 


tT a hearing before Common Pleas 
Judge Cecil J. Randall recently, offi- 
cials for the Columbus & Southern Ohio 
Electric Company agreed to post a bond 
to protect consumers who will be charged 
the 6.4 per cent electric surcharge, start- 
ing March Sth. 
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Assistant City Attorneys Robert 
Leach and E, W. McCormick appeared 
in court with an application for an in- 
junction against the imposition of the 
surcharge, but agreed to a bond posting 
plan. 

Lawrence D. Stanley, attorney for the 
utility company, entered the counter- 
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proposal and asked that the court, instead 
of ordering the money impounded, accept 
a $100,000 bond. 

Since the bond would cover only about 
two months’ collection from consumers, 
Judge Randall ruled that at the end of 
sixty days the Columbus & Southern 
Ohio Electric Company be required to 
post further bonds. 

Mr. Stanley estimated the concern 
will collect about $50,000 a month from 
March Sth, when the surcharge became 
effective, until November 15, 1949, when 
its contract with the city expires. 

Judge Randall refused to accept the 
$100,000 as full security, maintaining a 
bond covering the entire amount or an 


automatically increasing bond must 
be offered by the company, If, however, 
the issue is settled before the expiration 
of the sixty days, the $100,000 bond will 
be sufficient. 

City council acted to block collection 
of the surcharge after E, C, Redman, a 
city-hired accountant, reported the utility 
had denied him access to certain company 
records which he says are necessary in 
verifying the company’s right to the sur- 
charge. 

The injunction suit filed by Leach 
alleged that the utility had violated its 
rate contract with the city and conse- 
quently lost the right to 6.4 per cent sur- 
charge or “any other surcharge.” 


Pennsylvania 


Signs Royalty Bill 
OVERNOR James H. Duff on March 
10th signed into Pennsylvania law 
a bill to permit the state to make agree- 
ments with private property owners on 


royalties from natural gas resources 
under state land. 

The new law gives the state department 
of forests and waters the right to enter 
into “utilization” agreements. 


Texas 


Would Set up Hydroelectric 
Panel 
AX that may be another phase of 
a long-smouldering power fight in 
the Brazos river district was introduced 
in the state senate recently, 

Senator Jimmy Phillips of Angleton 
introduced a bill to set up a Texas Hy- 
droelectric Regulatory Commission that 
would take over some powers of the Fed- 


eral Power Commission in the state of 
Texas. 

It would designate the state board of 
water engineers to serve as the Texas 
Hydroelectric Regulatory Commission, 

Purpose of the bill is “to vest in a 
Texas commission those regulatory pow- 
ers now vested in the Federal Power 
Commission in Washington,” sponsors 
of the legislation said. 


Vermont 


Wilder Dam Controversy 


OVERNOR Gibson on March 9th said 

he felt Senator Ralph E. Flanders 

was “baying at the moon” in stating that 

the Federal government should not mess 
in the Wilder dam controversy. 
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The governor’s comment came after 
receipt of a letter from the Vermont 
Senator explaining his reasons for not 
going along with Senator Aiken and 
Senators Tobey and Bridges of New 
Hampshire in introducing a resolution in 
the U. S. Senate designed to reopen the 
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Wilder dam hearing before the Federal 
Power Commission. 

Flanders, in his letter, explained he 
was very much in sympathy with the 
people in the valley above the dam, but 
added that he firmly believed the Federal 
government should not mess in the mat- 
ter and that the laws should be such that 
the public service commissions of Ver- 


mont and New Hampshire would make 
the final decision: 

Gibson said he assumed that Flanders 
had not read the Vermont Supreme 
Court decision affecting the Wilder case. 

The governor referred to the high 
court decision which ruled that the Ver- 
mont commission and Vermont courts 
lacked jurisdiction in the case. 


Wisconsin 


Commissioner Named 


gc ter Rennebdohm recently ap- 
pointed his pardon counsel, Timo- 
thy Brown, to the state public service 
commission. Brown succeeded Chairman 
Lynn H. Ashley, whose term expired on 
March 7th. 

There had been widespread speculation 
for weeks on what action Rennebohm 
would take to straighten out the affairs 
of the commission. Brown’s appointment 
ended the speculation only temporarily, 
since it was understood that he would 
not serve on a permanent basis. 

Ashley, who had sought reappoint- 
ment, had no comment on his removal. 

The governor said he had been “dis- 
turbed by the loss of prestige suffered by 
the commission as the result of the per- 
sonal differences among the present com- 
missioners. I wish to make it clear that 
the replacement of Mr. Ashley does not 
mean I am taking sides in the quarrels 
among the commissioners. The expira- 
tion of Mr. Ashley’s term simply gives 
me the opportunity to introduce some 
new blood not identified with old 
antagonisms.” 

The governor said he would have re- 
placed either of the other commissioners 
if their terms had expired at this time. 


Cooperatives under Antistrike 
Law 
Gow state senate, by a vote of 23 to 4, 
recently gave final approval to a bill 
that would put Wisconsin electric codp- 
eratives under the utility antistrike law. 
The action came without debate after the 
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senators wrangled for some time on a 
proposal to repeal the whole law. 
Charges of “railroading” and “stall- 
ing” were exchanged as senators argued 
over taking a vote on the repeal measure. 
Supporters of the bill, fearful that it 
would be killed due to an adverse report 
from the committee on labor and man- 
agement, sought delay in action. 


Commission Proposal Defeated 


Figs to abolish the present state 
public service commission and re- 
place it with a new and larger body was 
defeated in the state assembly this month, 
but the close 45-to-43 vote promised 
probable reconsideration. 

Debate brought sharp criticism of the 
present 3-member group and replies 
that the critics were moved to act by 
opposition to recent commission rulings. 
It was charged that the present commis- 
sion gives “automatic approval to rate in- 
crease requests.” The answer was that 
the legislature was seeing a Wisconsin 
version of the late President Roosevelt’s 
attempt to “pack” the Supreme Court. 

Kendziorski, Democrat of Milwaukee, 
one of the authors of the bill urging re- 
placement of the commission, argued 
that the state’s utility regulatory body has 
“failed to protect the public.” He called 
it “a dreadful commission.” 

Thomson, Republican of Richland 
Center, chairman of the judiciary com- 
mittee that recommended defeat of the 
bill, argued that “proponents of this bill 
are just looking for a public opportunity 
to abuse the commission.” 
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Progress of Regulation 


Local Distribution of Interstate Natural 
Gas Exempt from Federal Regulation 


HE United States Court of Appeals 

for the District of Columbia re- 
versed the decision of the Federal Power 
Commission, in 74 PUR NS 256, that the 
East Ohio Gas Company was a natural 
gas company engaged in interstate com- 
merce and therefore subject to regulation 
under the Natural Gas Act. 

The commission had ordered the com- 
pany to comply with accounting orders 
and to file certain data, statements, and 
reports with the commission. 

East Ohio is an Ohio corporation with 
its principal place of business in Cleve- 
land, Ohio. The company claimed that 
it was solely engaged in the business of 
direct local distribution of natural gas 
in Ohio, The commission claimed that 
the company was in the business of 
transporting gas in interstate commerce. 

All property and facilities owned and 
operated by East Ohio lie within the 
physical boundaries of the state, and the 
company distributes gas in the state by 
means of an extensive pipe-line system. 
None of its pipe lines cross state lines. 

The company makes no sales of any 
kind to any other company for resale 
purposes, and none of the gas which it 
sells is consumed outside of Ohio. None 
of the gas in its pipe lines flows out of 
the state of Ohio. 

The commission had stressed the point 
that the company owns and operates 
about 650 miles of large-diameter, high- 
pressure pipe lines which connect up 
with those of two interstate pipe-line 
companies, These lines represent about 
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8 per cent of the total miles of pipe line 
owned and operated by East Ohio. 

The court disagreed with the commis- 
sion’s conclusion that under these circum- 
stances East Ohio is a natural gas com- 
pany engaged in the transportation of 
natural gas in interstate commerce under 
§ 2(6) of the Natural Gas Act. The 
court did not believe that §§ 1 and 2 of 
the Natural Gas Act either expressly or 
impliedly included, or were intended to 
include, such activities, 

Moreover, the act expressly states 
that it shall not apply “to any other trans- 
portation or sale of natural gas or to the 
local distribution of natural gas or to 
the facilities used for such distribution 
or to the production or gathering of 
natural gas.” The court said that not only 
does East Ohio produce or gather natural 
gas, but it is engaged solely in the local 
distribution of natural gas to local con- 
sumers. All of its property, including the 
high-pressure lines, is devoted to that 
sole purpose. Therefore, the very words 
of the act, said the court, exclude the 
company from its administration. 

The court said it was not unaware of 
the modern trend of judicial opinion to- 
ward greater expansion of Federal 
powers under the ever-broadening con- 
cept of what constitutes interstate com- 
merce, Congress, however, had spoken 
explicitly and had purposefully provided 
an express definition of interstate com- 
merce in the Natural Gas Act. The court 
took it to be not only the logical but the 
proper course for it to be governed by 
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that express definition, in the absence of 
constitutional prohibitions, and not to 
search elsewhere for definition among 
judicial interpretations of the concept of 
interstate commerce. 

The court, however, considered the 
legislative history of the act and conclud- 
ed that it was the plain intent to fill in 
the gap in regulation of the natural gas 
industry by supplementing existent state 
regulation with Federal regulation of ac- 
tivities beyond the scope of regulatory 
authority of the state commissions. 
Viewed in this light, it was said to be 
abundantly manifest that the act was 
never intended to confer jurisdiction over 
such a company as East Ohio which was 
already completely and validly regulated 
by the Ohio commission long prior to 
the passage of the act. 

East Ohio had on three occasions ap- 
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Fluctuating Oil Prices Properly Met by 
Fuel Adjustment Clause 


USTOMER complaints against the 
fuel adjustment charge of an elec- 
tric utility were dismissed by the Utah 
commission. The company under investi- 
gation depended entirely upon Diesel 
generation, and the cost of fuel oil was 
one of the major expenses of operation. 
The commission said it was cognizant 
of the disadvantages that result to users 
from the uncertainty of the fuel adjust- 
ment charge. However, no suitable meth- 
od of meeting the problem had been sug- 
gested or was apparent to the commis- 
sion. In view of the rapid fluctuation in 
the price of this fuel, a fixed basic charge 
for energy produced might very well re- 
sult in great inequity within a few 
months. 
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plied for and was granted by the commis- 
sion certain certificates concerning its 
operations. In each application the com- 
pany asked in the alternative that the 
commission declare that it was not a 
natural gas company within the meaning 
of the Natural Gas Act. 

The commission each time denied the 
alternative request. 

The company asserted that prudence 
required that it apply for these certificates 
but that it had otherwise never voluntar- 
ily submitted to the jurisdiction of the 
commission. The court did not deem it 
significant that the company had applied 
for and received these certificates, since 
no actions of either party, either volun- 
tary or involuntary, could confer 
jurisdiction where it otherwise did not 
exist. East Ohio Gas Co. v. Federal 
Power Commission. 


A rapid decline in the price, said the 
commission, might result in the com- 
pany having excessive earnings. In- 
creases in price equal to those that had 
occurred over the past year might re- 
sult in an operating loss, 

Rates were held not be excessive, since 
the company would have a return of less 
than 4 per cent. 

A rate base claimed by the company 
was reduced by excluding prepaid ac- 
counts. The commission observed that 
the company had not given any consid- 
eration to accrued taxes as a source of 
working capital. It appeared that such 
accruals were adequate to compensate 
for prepaid accounts. Re Southern Utah 
Power Co. (Case No. 3337). 


Commission Must Show Facts upon Which 
It Bases Rate Decision 


— New Hampshire Supreme Court 
reversed a telephone rate decision 
of the state commission, principally upon 
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the ground that the commission had not 
made findings of fact to support its con- 
clusions. The court would not “search 


456 





PROGRESS OF REGULATION 


voluminous records for evidence” which 
might be thought to support undisclosed 
findings. 

The commission had established a 
figure representing the company’s net in- 
vestment and found that a return of 5.75 
per cent on that basis would be reason- 
able if the commission were concerned 
solely with the viewpoint of the company 
and that of investors. It believed, how- 
ever, that rate schedules produced by 
multiplying these factors would result in 
“gross inequalities to telephone subscrib- 
ers” and impede the future wholesome 
growth of telephone service in the state. 
The commission, therefore, decided the 
case by allowing “specific rates in ac- 
cordance with the schedules” attached 
and made a part of its report. 

The commission suggested that total 
expenditures indicated more than a mere 
possibility of wastefulness in construc- 
tion and reconstruction. The court said 
that the kind of vague suspicion of waste- 
fulness suggested by the report would 
not do as a justification for denying the 
company the relief sought. 

In view of the decision in Federal 
Power Commission v. Hope Nat. Gas 
Co, (1944) 320 US 591, 51 PUR NS 
193, the court said that no longer were 
the provisions of the Constitution con- 
sidered to require determination of fair 


value, or consideration of reproduction 
cost, or disregard of prudent investment. 
Still, the court would not agree with a 
contention that the Hope Case freed 
the commission from the use of any 
formula to the extent of relieving it from 
the duty to disclose the method employed 
to reach prescribed rates, so that the 
validity of its conclusions might be test- 
ed upon judicial review. 

The court also discussed matters for 
consideration by the commission upon 
remand of the proceedings. The com- 
mission must exercise its judgment as 
to a proper rate of return, fairness of 
rates to consumers, what items should 
be included in the rate base, a proper 
period for duration of rates established, 
and proper allowances for depreciation 
and maintenance. 

The commission would not be bound 
by technical rules of evidence, and it 
might consider comparative operating 
conditions in other states served by the 
company. While its jurisdiction is con- 
fined to New Hampshire intrastate rates, 
said the court, it is not required “to fix 
them in a vacuum,” or to close its eyes 
to the company’s conduct of affairs in 
neighboring states where comparable 
conditions are to be anticipated, New 
England Teleph. & Teleg. Co. v. 
State of New Hampshire et al. 


e 
Separate Rate for Energy for Street Lighting Upheld 


J ani company’s appeal from a 
commission order establishing a 


separate rate for energy to be supplied 
to a new municipal lighting system was 
dismissed by the Pennsylvania Superior 
Court. 

The utility had for many years fur- 
nished a complete street-lighting service 
to the city under a composite or packaged 
rate which combined the furnishing and 
lighting of lamps throughout the city 
with nightly inspection and replacements. 
The city in connection with its plan for 
establishment of a new lighting system 
requested the utility to quote a rate for 
energy alone. 

The lighting company quoted a rate 
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of 2.5 cents per kilowatt hour for un- 
transformed energy of 7.5 amperage de- 
livered from series circuits to street- 
lighting equipment. The city considered 
this rate excessive and asked for a com- 
mission determination. 

When the commission found that the 
separate energy rate should not exceed 
the rate for energy delivered to the me- 
ters of individual large users of elec- 
tricity, the utility questioned the com- 
mission’s jurisdiction and contended that 
the commission did not have power to 
separate the services and initiate a new 
rate for the proposed type of street light- 
ing contemplated. 

The commission established the feasi- 
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bility of the split up of the service from 
the fact that the utility itself was willing 
to supply energy alone for a considera- 
tion. The powers of the commission in 
relation to separation of rates are sum- 
marized in this statement of the superior 
court: 


A utility company in the exercise of 
its managerial functions may, in the 
first instance, determine the type and 
extent of its service to the public, with- 
in the limits of adequacy and reason- 
ableness. Such service however must 
conform with the regulations and sub- 
sequent orders of the commission, and 
the utility, on order, is bound to make 
such changes in its service or facilities 
as shall be deemed necessary in the 
public interest. Public Utility Law of 
May 28, 1937, PL 1053, § 401, 66 
PS § 1171. The commission in this 
instance had the power to reclassify 
the services of the appellant and to 
provide for a separate rate for energy 


e 


to be supplied to the new lighting sys- 
tem in Pittsburgh. And on complaint 
of the city, the commission also had 
the authority to fix the level of the 
separate energy rate when it found that 
the rate demanded by the utility for 
= service was not just and reason- 
able. 


To a contention by the utility that the 
new rates were confiscatory and that the 
commission order establishing them was 
invalid because of the absence of specific 
findings on this issue, the court pointed 
out that this issue was first raised on 
appeal and consequently detailed find- 
ings on the issue could not be expected. 
The court added, however, that the facts 
actually, although informally found by 
the commission on the hearing, were 
adequate even on the issue of confisca- 
tion. This being true, the court con- 
cluded, the commission order would not 
be disturbed. Duquesne Light Co. v. Pub- 
lic Utility Commission, No. 249. 


Municipal Plant Revenues May Not Be Used for 
General Municipal Purposes 


HE Montana commission authorized 

a municipal water plant to increase 
its rates where it found that the city was 
in need of more revenues to meet its 
water department obligations. The com- 
mission expected the increase would 
amount to about one-third on present in- 
come, notwithstanding the denial of a 
proposed differential to out-of-city users. 

Although there were no protests 
against the proposed rate increase, the 
commission believed it necessary to ex- 
amine the proposal with the same close 
scrutiny as it would if there had been 
protests, 

The city had issued water system rev- 
enue bonds under a statute allowing it 
to charge rates sufficient to meet not only 
interest but also principal payments. 
Therefore, it was held, the city could in- 
clude both interest and principal pay- 
ments on the bonds in the amounts re- 
quired per year and request rates suf- 
ficient to meet these payments, as well as 
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operating expense, depreciation, and 
reasonable return on the investment. 

The commission also ruled that cus- 
tomers outside the city, served by pipe 
lines, should be charged the same rates 
as the customers within the city. Fur- 
thermore, plant rules making the irriga- 
tion rates applicable only within the city 
were disapproved as being discriminatory. 

It was found that the city was receiv- 
ing water for its fire hydrants and other 
city uses without payment. The commis- 
sion held that when a city operates a 
water system, it is engaging in a business 
and if it receives any service from such 
system, it should pay in the same manner 
as any other consumer. 

The evidence clearly indicated that, in 
the past, revenues of the water depart- 
ment had been used for other purposes. 
The commission said: 


Such use of these funds constitutes 
a violation of the regulations of this 
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commission and of the principles of 
business operation. Moneys charged 
off as operating expense for deprecia- 
tion should be used only for replace- 
ment of the system, the purpose for 
which it was charged, and should not 
be transferred to the city for other 
purposes. Our uniform system of ac- 
counts must be followed. Municipal 


A LABOR oOrganization’s complaint 
against a bus company’s applica- 
tion for a rate increase resulted in an 
order by the Pennsylvania commission 
directing the company to revise its pro- 
posed tariffs. The company’s accounting 
methods exaggerated its apparent need 
for a rate increase. 

The commission differed with the com- 
pany on the proper method of account- 
ing for such items as expense of aban- 
doning street railroad operation and land 
to be used for a new office building. The 
former should be amortized below the 
line over a period of years against the 
stockholders and not be made part of the 
fixed capita] account. The value of the 
latter, the commission said, should be 
charged to nonoperating property until 
erection of the building. 

The commission did not feel that the 
company’s monthly operating expenses 
were a proper measure of its cash work- 
ing capital requirements, because the 
customer pays a transportation utility 
even before the service is rendered. 

Inclusion of an allowance for new 
equipment was also questioned. The 
company had written to a bus manufac- 


systems must be guided by legal and 
business principles. To allow a munic- 
ipal plant to operate without conform- 
ing to regularly established utility 
principles will, in the end, defeat the 
objects for which the municipal plant 
was established. 

Re City of Cut Bank (Docket No. 3652, 

Order No. 2034). 


= 


Bus Company’s Accounting Revised in Rate Hearing 


turer ordering 10 new busses at a price 
which had not been definitely deter- 
mined, with a trial and inspection and 
right of cancellation reserved. The com- 
mission said: 


This letter appears to be an unusu- 
ally indefinite commitment for the 
purchase of new busses. According to 
the letter, the type of bus involved is 
not yet in production and the delivery, 
acceptance, and purchase of these 
busses are so fraught with conditions 
that the acquisition of these 10 busses 
in the near future appears highly 
problematical. We, therefore, must re- 
ject any allowance for proposed new 
equipment by respondent. 


When all factors had been considered 
and the fair value of the company’s prop- 
erty determined, the commission author- 
ized the carrier to increase its present 
rate from 7} to 8 cents. This would pro- 
vide a return of 7 per cent on investment, 
which the commission considered equi- 
table. Montgomery-Chester Counties In- 
dustrial Union Council et al. v Schuylkill 
Valley Lines, Inc. (Complaint Docket 
Nos. 14376 and 14379). 


e 


Augmented Gas Supply Must Be Allocated 
To Distributing Companies 


HE Federal Power Commission au- 
thorized Texas Eastern Transmis- 
sion Corporation to increase facilities for 
bringing natural gas to the East, but it 
attached conditions to assure an appor- 
tionment of the increased supply: among 
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several distributing companies. The com- 
mission refused to recognize a claim that 
the Consolidated Companies were entitled 
to an option on this gas, under contracts 
previously executed, to the exclusion of 
other companies, 
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Proper conditions, the commission 
ruled, may be attached to the issuance of 
a certificate under § 7(e) of the Natural 
Gas Act authorizing additional facilities. 
Such a condition may provide for serv- 
ice other than that for which authoriza- 
tion is requested. 

Contract obligations mutually assumed, 
said the commission, are not to be disre- 
garded with impunity. However, a nat- 
ural gas company under the Natural Gas 


Act may not lawfully single out a partic- 
ular customer, or a group of customers, 
and by contract grant a preference in 
service. 

The commission may not approve 
an arrangement which disregards the 
public interest in other states and areas, 
which is prejudicial as to some and 
preferential as to others. Re Texas East- 
ern Transmission Corp. et al. (Opinion 
No. 175, Docket No. G-1003 et al.). 


7 


Returns of Electric and Gas Departments 
Considered Separately for Rate Making 


6 iv: New York commission ordered 
a reduction in electric rates of the 
Consolidated Edison Company, under § 
114 of the Public Service Law, relating 
to the fixing of temporary rates pend- 
ing a final rate decision, In another pro- 
ceeding the company was obtaining an 
increase in gas rates. 

The commission said that the law is 
clear that rates for electric service and 
for gas service must each be determined 
upon its own basis, It is illegal to use the 
excess earnings from one class of serv- 
ice or from one department to offset a 


deficiency in earnings from another 
utility service or from another depart- 
ment. 

Determination of accrued depreciation 
and the amount to be included in operat- 
ing expenses to build up a depreciation 
reserve, the commission held, must be 
consistent. Moreover, deficiencies in de- 
preciation reserve may not be met by 
charging amounts to operating expense 
far in excess of the rate at which de- 
preciation is currently accruing. Re Con- 
solidated Edison Co. of New York, Inc. 
(Case 12455). 
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Commission Asserts Power to Fix Minimum 
Price for Natural Gas at Wells 


N order to carry out the purpose of the 

Kansas gas conservation statute the 
state commission holds that it has ju- 
risdiction to fix a minimum price at the 
wellhead. The purpose of the law is to 
avoid waste of natural gas. The commis- 
sion says that it may adjust inequities 
in prices that are so low that waste re- 
sults, 

A cheap price placed on any com- 
modity, says the commission, depreciates 
its usefulness. With the variation and 
fluctuation in field prices it is highly con- 
ceivable that the prevailing low prices 
for this irreplaceable natural resource 
leads to the inescapable conclusion that 
waste occurs because of the low prices. 
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There are two prevalent thoughts in 
this country relating to the jurisdictional 
confines of commissions, One is that ju- 
risdiction cannot be assumed where it 
has not been specifically granted by 
statute. 

The majority rule, according to the 
Kansas commission, is that as a commis- 
sion possesses all of its authority by 
delegation from the legislature through 
statutory enunciation, jurisdiction then 
may be reasonably drawn by implication. 
The commission subscribed to this rule. 

Statutes, it was said, are to be liberally 
interpreted in the interest of gas con- 
servation, Re Hugoton Gas Field (Dock- 
et No. 35,154-C (C-1868) ). 
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Bond Issue Approved Where Stock Issue 
Not Feasible 


HE Lake Superior District Power 
Company was authorized by the 
Wisconsin commission to issue $1,000,- 
000 of first mortgage bonds, Series B, 
although this would make the ratio of 
debt to net utility plant 48.5 per cent. 
The capital structure, said the commis- 
sion, was low in common stock equity 
and it would be desirable if needed funds 
could be raised through sales of common 
stock. 
However, there were other facts which 
must be considered. Outstanding com- 


mon stock had a market price below its 
par value. An issue of more common 
stock, therefore, could not be effected at 
the statutory minimum of not less than 
par value. 

Besides, the proposed new bonds 
would be subject to sinking-fund pro- 
visions whereby at least one per cent 
would be retired each year. Moreover, the 
payment of outstanding serial notes 
would also reduce senior securities. Re 
Lake Superior District Power Co, (2- 
SB-352). 


tf 


City’s Joint Fare Arrangement Discriminatory 


nN arrangement for joint fares on 
city-owned bus and subway lines 
and on private bus lines was criticized by 
the New York commission, The bus com- 
panies are to work out an arrangement. 

A passenger traveling in a continuous 
ride on both city and private lines would 
pay a combined fare of 12 cents, of which 
the city received 7 cents and the private 
company 5 cents. The fare on a private 
line was 7 cents. 

Thus a man who rode only on the line 


of one of the privately owned companies 
paid a fare of 7 cents, and the company 
received 7 cents in revenue. On the other 
hand, the company received only 5 cents 
for transporting a passenger who trans- 
ferred to the city system, 

The regulatory problem was com- 
plicated. The commission has no ju- 
risdiction over fares on city subway or 
bus lines, but it regulates privately owned 
lines. Re Jamaica Buses, Inc. et al. 
(Cases 13895-13898, 13901, 13909). 


eo 


Return Related to Money Cost 


HE Wisconsin commission approved 

rate increases to produce a return 
of about 6.33 per cent on total invested 
capital, allowing for a return of about 
10 per cent on common stock, but dis- 
allowing return on the entire capital 
structure because capitalization repre- 
sented by investment in plant not yet in 


operation and book amounts of nonpro- 
ductive assets were included by the 
company. 

Both over-all requirements for the 
system and the reasonableness of earn- 
ings and level of rates at individual ex- 
changes were considered, Re Common- 
wealth Teleph. Co. (2-U-2390). 


7 


Other Important Rulings 


"= Ohio Court of Appeals upheld 
a decision that emergency orders 


of the commission regulating the supply 


of gas for space-heating purposes gov- 
461 


erned an application for such service, 
that the commission alone was em- 
powered to compel enforcement of its 
orders, and that the court of common 
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pleas had no jurisdiction over the subject 
of the action. Ruhlin v. East Ohio Gas 
Co. et al. 83 NE2d 659. 


The Wisconsin commission refused to 
permit an electric utility to apply stand- 
ard rates to customers owning and main- 
taining the lines and equipment needed 
to serve them and pointed out that it 
would not be equitable for such custom- 
ers to pay the same rates as customers 
served from lines owned and maintained 
by the utility. Re City of Stoughton 
(2-U-2881). 


The Michigan commission, in author- 
izing increased rates for telephone serv- 
ice, cautioned the utility that its service 
would be required to be commensurate 
with the rates charged and that its plant 
and equipment would have to be im- 
proved if it were to enjoy a continuance 
of the new rate. Re Kaleva Teleph. Co. 
(T-347-49.1). 


A water utility was denied a rate in- 
crease by the Indiana commission when 
the evidence indicated that its mains 
needed replacing, its pumping equipment 
was obsolete and badly worn, its chlo- 
rinating apparatus was inadequate to 


provide proper bacteria control, and the 
hydrants located in the community were 
so few as to afford less-than-adequate 
fire protection. Re Greentown Water 
Works (No. 21081). 


The California commission approved 
a motor carrier’s application for permis- 
sion to operate as a highway common 
carrier notwithstanding the fact that pro- 
testing competitors produced many wit- 
nesses who were satisfied with the pres- 
ent service. Their feelings, the commis- 
sion ruled, should rot foreclose those 
shippers who would use the new service 
from enjoying its advantages. Re Coast 
Line Truck Service, Inc. (Application 
No. 27082, Decision No. 42351). 


The New York Court of Appeals, 
without opinion, upheld the decision by 
a lower court in 73 PUR NS 43 that the 
state commission, in authorizing the 
issuance of securities, could not impose 
conditions that the utility change its ac- 
counts to reflect a deficit, to adopt a 
straight-line method of accounting, and 
to apply stated amounts annually for re- 
duction of the newly created deficiency. 
Rochester Gas & Electric Corp. v. Malt- 
bie et al. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Southwestern Bell Telephone Company 


Case No. 11,191 
January 18, 1949. Rehearing denied February 1, 1949 


PPLICATION for authority to increase telephone rates; grant- 
A ed. Rehearing denied February 1, 1949. 


Valuation, § 49 — Rate base determination — Adjusted costs. 
1. A telephone company’s current cost estimates, reflecting a factoring up 
of experienced piecemeal costs to current cost levels, should not be given 
much weight in determining the value of the company’s property for rate- 
fixing purposes, p. 38. 

Depreciation, § 77 — Telephone company. 
2. A composite annual depreciation rate of 3.5 per cent of a telephone 
company’s depreciable property was deemed sufficient to level off the com- 
pany’s present trend toward overaccrual in the depreciation reserve and 
at the same time to meet the company’s needs during the immediate future, 
p. 40. 

Expenses, § 26 — Advertising expenses — Promotion of higher rates. 


3. A telephone company’s expenditures for advertising to promote the estab- 
lishment of higher rates should not be allowed as an operating expense, 


p. 42. 
Expenses, § 87 — Payment to parent company — License contract — Telephone 
company. 


4. Payments by a telephone company to its parent company, based upon one 
per cent of the gross revenues per year under a contract covering services, 
licenses, and privileges to be furnished by the parent company, were deemed 
to represent a reasonable ~e for the service rendered and were allowed 
as an operating expense, p. 42. 


Expenses, § 49 — Pension costs — Retroactive accruals. 
5. A telephone company’s pension accruals over and above current accruing 
pension costs and the sum required to arrest the growth of the company’s 
unfunded actuarial liability were included in the company’s expenses as an 
item of cost for rendering telephone service, p. 44. 

Rates, § 209 — Statewide basis — Telephone company. 
6. Telephone rates should be fixed upon a statewide (value-of-service) basis 
rather than a local exchange basis, p. 47. 

Expenses, § 58 — Municipal occupational taxes — Telephones. 
7. Telephone subscribers who live elsewhere than in a city in which munic- 
ipal occupational license taxes are levied should not be required to pay higher 
rates to provide funds to pay such taxes in those cities, p. 48. 

Rates, § 147 — Cost of service — Municipal occupational taxes. 
8. A telephone company’s proposal to add municipal occupational license 
taxes to rates for service in the cities having such a tax was rejected, p. 48. 
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Return, § 111 — Telephone company. 


9. A telephone company was granted a temporary rate increase which would 
yield a return of 5.27 per cent on undepreciated original cost or a return of 
6.437 per cent on a depreciated original cost rate base, p. 50. 


(McCuintock and Henson, Commissioners, dissent; Wi.son, Commissioner, 
concurs in separate opinion.) 


By the Commission: This case is 
before the Commission upon an appli- 
cation, filed September 30, 1947, of 
the Southwestern Bell Telephone 
Company (hereinafter sometimes re- 
ferred to as the applicant or company) 
for authority to establish schedules of 
increased rates for exchange telephone 
service, intrastate toll telephone serv- 
ice, and miscellaneous telephone serv- 
ices in the state of Missouri, which 
will increase the company’s intrastate 
revenues by approximately $3,250,000 
per year. Thereafter, on October 2, 
1947, applicant filed with this Com- 
mission a motion for an order to take 
depositions in New York city concern- 
ing the cost and values of the services 
performed for the applicant by the 
American Telephone and Telegraph 
Company, including services of Bell 
Telephone Laboratories under the so- 
called Bell System License Contract 
and concerning the price, cost, and 
profits of the Western Electric Com- 
pany for materials and services per- 
formed for the applicant and concern- 
ing other matters of intercorporation 
relationships of the applicant as an as- 
sociated company of the Bell System. 
The Commission, by order dated Oc- 
tober 2, 1947, granted applicant’s mo- 
tion and depositions were taken by ap- 
plicant pursuant thereto in New York 
beginning October 20, 1947, and later 
filed as part of the record in this case. 

Subsequent to the filing of the ap- 
plication herein, many petitions, mo- 
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tions, and resolutions were filed by 
various cities and interested persons 
requesting permission to intervene and 
protest the application. All said par- 
ties were granted permission to inter- 
vene and be heard. 

After due notice to all interested 
parties, hearing began on the appli- 
cation on December 15, 1947, before 
the Commission en banc at the Com- 
mission’s hearing room in Jefferson 
City, Missouri, and continued from 
time to time until concluded on July 1, 
1948, after thirty full days thereof. 
The applicant appeared by and 
through its attorneys, John Mohler 
and Ronald J. Foulis. Intervenors ap- 
peared by and through their attorneys, 
David M. Proctor and Jerome M. Jof- 
fee for Kansas City; Marvin E. Bois- 
seau for University City; George L. 
Stemmler and Forrest G. Ferris, Jr. 
for the city of St. Louis; T. A. Faucett 
for Fulton; Erwin F. Vetter for St. 
Louis county; Milton Litvak for St. 
Joseph; Harry West for Brookfield; 
John Cave for the chamber of com- 
merce of Fulton; Russell D. Roberts 
and Edward R. Jayne for Kirksville 
and the Kirksville Chamber of Com- 
merce; R. V. Niedner for the chamber 
of commerce, St. Charles; Joseph B. 
Wentker for St. Charles; H. K. Stum- 
berg for St. Charles county; Russell 
N. Pickett, Thomas J. Layson, and 
Charles J. Hoover for Trenton; Sam 
M. McKay for DeSoto; Paul Allen 
and Mayor James T. Blair, Jr., for 
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Jefferson City; Ted Beezley for 
Springfield; Wade Maupin of Carroll- 
ton; Leo A. Politte for Washington; 
William VanMatre for Mexico; Har- 
ty Wooldridge for Boonville; Otha 
Rawlings for Marshall; Ralph Dug- 
gins for Saline county; John Rice for 
Neosho; James P. Boyd for Monroe 
county and Paris; C. J. Quimby for 
Wellsville and Montgomery City ; and 
John F. Thice for Independence. The 
Commission’s general counsel, John 
P. Randolph, appeared for the Com- 
mission. 


[Eprtor’s Note.—The Commission 
stated that the case was voluminous, in- 
volving a large number of typewritten 
pages of testimony, depositions, and 
exhibits. The parties had been granted 
time to file briefs, and briefs were filed 
on behalf of the cities of St. Louis, Kan- 
sas City, St. Joseph, and University 
City. ] 


The Commission having duly con- 
sidered the evidence contained in both 
the depositions and the record herein 
and having studied the exhibits and 
examined the briefs makes the follow- 
ing findings and conclusions. 


The Company 


The applicant is a corporation or- 
ganized and existing under and by vir- 
tue of the laws of the state of Missouri 
and is duly authorized to transact tele- 
phone business as a public utility in 
the state of Missouri. In addition to 
its operation in the state of Missouri, 
the company also operates a telephone 
system throughout the states of Okla- 
homa, Arkansas, Kansas, Texas, and 
a small portion of the state of Illinois. 
Its operations in the state of Missouri 
comprise the furnishing of exchange 
telephone service in some 68 ex- 
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changes and the furnishing of toll tel- 
ephone service in virtually all com- 
munities in the state. Its principal of- 
fices are located at 1010 Pine street, 
St. Louis, Missouri. 

Applicant’s investment in telephone 
plant in service (Account 100.1) as 
recorded in its books and records at 
October 31, 1947, totaled $561,956,- 
375.40, against which there had been 
accrued a depreciation reserve of 
$199,799,962.83. In addition to its 
telephone plant in service, telephone 
plant under construction totaled $20,- 
308,069.05 at the same date. Appli- 
cant had an authorized capital stock, 
common, of 3,000,000 shares with a 
par value of $100 per share totaling 
$300,000,000, of which $260,000,000 
was issued and outstanding. Funded 
debt totaled $75,000,000 and advances 
from affiliated companies totaled $31,- 
900,000, as of the same date. Dur- 
ing the progress of the hearing $100,- 
000,000 of 35-year debentures were 
issued and sold. The common stock 
outstanding is all held by the Ameri- 
can Telephone and Telegraph Com- 
pany. There was no preferred stock 
outstanding. During the period 1930 
to 1935, inclusive, the company paid 
dividends of $8 per share on its com- 
mon stock, while during the period 
1936 to 1943 dividend payments to- 
taled $9 per share on its common stock 
outstanding, except during the year 
1937 when the dividend was $8.75 per 
share. During the year 1944 dividend 
payments totaled $8.75 per share, 
while during the years 1945 and 1946 
dividend payments totaled $9 per 
share. During the year 1947 ap- 
plicant passed its fourth quarter div- 
idend, thereby resulting in dividend 
payments of $5.75 per share for that 
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year. The averaged dividends paid 
for the period 1930-1947 was $8.323 
per share. Applicant’s surplus ac- 
count has decreased from $27,549,- 
130.30 at January 1, 1930, to $16,- 
694,402.20 at October 31, 1947. The 
foregoing amounts are applicable to 
the company’s entire operation. 


Alleged Need for Additional Revenue 


Applicant alleges in its application 
that its present rates for exchange 
service were established more than 
twenty years ago and have not been 
increased since that time, except in a 
few minor instances in connection with 
programs for improvement of service, 
and that applicant’s rates for toll serv- 
ice have been reduced from time to 
time from the level prevailing twenty 
years ago. In recent years, owing to 
the impact of the war and increased 
prices, marked changes have occurred 
in the company’s operations in the 
state of Missouri and _ elsewhere. 
Since 1940 the number of telephones 
operated by applicant in Missouri 
has increased from about 475,000 
to approximately 700,000 at the 


present time or an increase of 
about 47 per cent. Additional sub- 
scribers during the war years 


and since the war have produced 
unprecedented revenues from appli- 
cant’s Missouri operations. Since the 
year 1940 applicant’s revenues for ex- 
change service have increased in Mis- 
souri from approximately $23,000,000 
to $35,000,000 annually or approxi- 
mately 52 per cent, while total rev- 
enues have increased from approxi- 
mately $29,000,000 to $52,500,000 or 
approximately 78 per cent. 
Notwithstanding the increase in 
revenues, applicant’s operating ex- 
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penses, exclusive of its Federal income 
taxes, have increased substantially. 
These increases in expenses have been 
due largely to the increase in the num- 
ber of employees required to conduct 
applicant’s expanded business in the 
state of Missouri, together with in- 
creases in wage rates, increases in the 
cost of materials and supplies and in- 
creases in applicant’s taxes other than 
Federal income taxes. Even though 
approximately 225,000 telephones 
have been added to its Missouri op- 
erations since 1940, applicant still has 
approximately 50,000 unfilled appli- 
cations for telephone service. The ap- 
plicant has materially enlarged its 
plant in order to attach the additional 
telephones since 1940 and in order to 
attach customers still waiting for serv- 
ice in the state of Missouri. The ap- 
plicant’s total program of gross capital 
expenditures necessary for these pur- 
poses will amount to more than $110,- 
000,000 in the 5-year period from 
1945 through 1949. 

The company alleges that its present 
rates and charges yield revenues insuf- 
ficient to provide the company with a 
fair return from its operations in the 
state of Missouri and asserts that by 
putting the new rates into effect the 
revenues derived therefrom will pro- 
duce for the company a return from 
such operations well within the limits 
of the allowable return from an appli- 
cation of the rate-making formula of 
the Commission established under the 
Commission’s General Order No. 38- 
A, as amended. 


Original Cost of Telephone Plant 
in Service 


The applicant introduced its Ex 
hibit D-6, which set out the origina 
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cost of telephone plant in Missouri as 
taken from Statement No. 1, page 26, 
of Public Service Commission Ac- 
countant’s Exhibit No. 2 in Case No. 
9279, totaling $125,685,307.06 to 
which was added net additions for the 
years 1942 to 1946, inclusive, and ten 
months to October 31, 1947, and ar- 
rived at the original cost of its tele- 
phone plant in service located in the 
state of Missouri of $158,125,818.59 
as of October 31, 1947. Page 5 of 
Public Service Commission Staff Ex- 
hibit No. 28 was developed in approxi- 
mately the same manner as applicant’s 
Exhibit D-6 and disclosed the same 
result. Therefore, there appears to be 
no difference in the original cost of ap- 
plicant’s telephone plant located in the 
state of Missouri as of October 31, 
1947, as developed by applicant and 
the Commission staff. However, 
these exhibits make no allowance for 
telephone plant not in public service. 
Public Service Commission Staff Ex- 
hibit No. 34 sets out plant not used in 
public service totaling $934,355.97, 
consisting principally of underground 
conduit and underground cable. The 
applicant offered no exhibit or testi- 
mony in connection with this subject. 
The foregoing amount when deducted 
from the original cost of applicant’s 
telephone plant located in the state of 
Missouri results in $157,191,462.62 
as the original cost of applicant’s tele- 
phone plant in service used and useful 
in the state of Missouri at October 31, 
1947. 


[Eprtor’s Note.—The Commission 
noted that the company furnished ex- 
change service and both intrastate and 
interstate toll service in Missouri, that 
the major portion of the plant was used 
interchangeably and even simultaneously 
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for these services. The necessity of 
dividing investment in plant was recog- 
nized by the Federal Communications 
Commission and various state Commis- 
sions, who undertook in 1941 to develop 
such allocation procedures in collabora- 
tion with representatives of the Ameri- 
can Telephone and Telegraph Company. 
Their findings had been recommended 
for adoption by the executive committee 
of the National Association of Railroad 
and Utilities Commissioners. The sepa- 
ration procedure resulted in telephone 
plant used and useful in intrastate 
operations in the amount of $139,364,- 
076.70. ] 


Working Capital 

Working capital is the amount of 
cash required for the payment of op- 
erating expenses incurred before op- 
erating revenues become sufficient to 
pay such expenses plus an allowance 
for materials and supplies. Applicant 
introduced Exhibit D-7 which con- 
tained its estimate of materials and 
supplies to be considered in arriving 
at a rate base. Realizing that ma- 
terials and supplies on hand as of Oc- 
tober 31, 1947, were abnormal, allow- 
ances were made for the normal 
amount of materials and supplies nec- 
essary in conducting its telephone op- 
erations. Using the years 1940 and 
1941 as a base, the balance in the ma- 
terials and supplies account as of Oc- 
tober 31, 1947, was adjusted down- 
ward from $4,208,044 to $1,400,000, 
of which $1,241,000 was allocated to 
intrastate operations in Missouri. 

Applicant’s Exhibit D-8 contained 
applicant’s estimate of cash working 
capital to be considered in arriving at 
a rate base. The estimate was based 
upon the available cash balance over a 
12-month period ended March 31, 
1947. The amount considered by ap- 
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plicant totaled $1,944,000 applicable 
to Missouri operations, of which $1,- 
670,000 was assigned to intrastate op- 
erations. 

The Commission staff offered no 
exhibit relating to this subject. How- 
ever, in Case 9279 before this Com- 
mission, the Commission’s staff made 
an exhaustive study of working capi- 
tal requirements for this company and 
when applicant’s claims were com- 
pared with the results of the Commis- 
sion staff study, the testimony shows 
that the Commission’s staff was in 
agreement with the results of appli- 
cant’s study even though it was in dis- 
agreement as to applicant’s methods: 

The foregoing is summarized as 
follows : 


Original cost of intrastate tele- 


phone plant in service ..... $139,364,076.70 
Materials and supplies ....... 1,241,000. 
Cash working capital ........ 1,670,000.00 


Current Cost New 

[1] Applicant also introduced Ex- 
hibit D-12, which it termed current 
costs new and current costs new less 
deterioration as further evidence on 
which to fix a rate base. This exhibit 
is based upon an estimate of the 
amount of plant cost which would 
have been incurred if the current price 
for materials and labor had prevailed 
at the time the plant was actually con- 
structed. This method is not to be 
confused with a cost of reproduction 
estimate which envisions wholesale re- 
production of the plant at current price 
levels. The present plant was built on 
a piecemeal basis. Present book costs 
reflect cost of piecemeal construction. 
The applicant’s current cost estimate 
reflects a factoring up of experienced 
piecemeal cost to current cost levels. 
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Piecemeal construction costs are high- 
er than wholesale construction costs to 
the extent that piecemeal and whole- 
sale construction cost may differ. We 
do not believe that applicant’s current 
cost estimate provides a satisfactory 
measure of what it would cost to con- 
struct applicant’s plant today. By its 
method applicant arrived at a current 
cost new of its total property in the 
state of Missouri of $231,297,983, as 
against its recorded figure of $158,- 
125,818.59. The Commission is of 
the opinion that it is not necessary to 
give much weight to the evidence ad- 
duced with respect to current cost in 
determining the value of the company’s 
property for the purpose of fixing 
rates. The $158,125,818.59 is the 
book or original cost of applicant’s 
plant located in Missouri arrived at by 
additions and retirements of plant and 
is the figure representative of the most 
accurate cost for purposes of this pro- 
ceeding. 

Counsel for the applicant stated in 
the record that the company had ac- 
cepted the provision of 38—A and was 
willing for the rates to be determined 
and tested thereunder. General Or- 
der 38—A provides that whenever pos- 
sible and warranted by the facts, the 
Commission will fix the utility rate 
base upon which the allowable rate is 
predicated, based on the undepreciated 
original cost of the utility property 
used and useful in public service, to 
which will be added materials and sup- 
plies and a reasonable allowance for 
cash working capital. 


Operating Revenues and Expenses 


Revenues 
[Eprtor’s Note.—The company in- 
troduced evidence as to operating reve- 
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nues and expenses, showing these items 
during the first ten months of 1947, pro- 
jected to an annual basis, with adjust- 
ments occasioned by wage increases 
granted during the year. A company- 
wide strike occurred during April and 
May, 1947, and in order to eliminate its 
effect on revenues and expenses the 
company based its case on an exhibit 
which included the months of July, 
August, September, and October, 1947, 
projected to an annual basis. Operating 
revenues on the foregoing basis totaled 
$52,527,879, of which $44,655,906 was 
assigned to intrastate operation. There 
was no disagreement between the com- 
pany and the Commission staff as to 
the amount of revenue computed on 
that basis. The exhibit mentioned gave 
no consideration to increases in reve- 
nues due to increases in the number 
of customers, upgrading of service, or 
improvement in completion of toll 
calls. 

It was said to be apparent that in the 
not-too-distant future the company 
would derive additional revenues from 
upgrading of service, but to do this, 
the company must construct additional 
plant. How much this would cost could 
not be ascertained from the record. The 
Commission was unable at the time to 
make any finding upon this subject, and 
it was unable to determine what the 
company would realize from improve- 
ment in percentage of completed calls. ] 


Operating Expenses 


Company Exhibit D-10 contains to- 
tal operating expense of $48,009,960, 
of which $40,819,106 is assigned to 


intrastate operations, 


Maintenance Expenses 

Maintenance costs may be classified 
under two headings, i, e., Plant Up- 
keep and Rearrangement and Changes. 
Plant Upkeep expense may be defined 
as that expense incurred in keeping 
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the physical property in the condition 
required for continued use during its 
service life. Rearrangement and 
Changes expense is occasioned by the 
relocation of existing plant due to con- 
struction activities of company forces 
or others. A portion of this class of 
expenditure is also caused by a short- 
age of plant facilities. 

The item of maintenance expense as 
shown by applicant’s Exhibit D-10, 
page 3, for total operations in Mis- 
souri, is $12,826,701. The company 
contended that current maintenance 
expenses do not contain any expendi- 
ture for maintenance that had been de- 
ferred from a prior period and that the 
plant was thoroughly maintained to 
the extent that service was not im- 
paired during the war years. The 
Commission’s staff spent considerable 
time in making an analysis of the com- 
pany’s maintenance expense and testi- 
mony was proffered by it tending to 
show that the maintenance expense 
was larger in 1947 than prior years 
when measured in dollars spent per 
station on repairs to station apparatus. 
There was received in evidence Com- 
mission Staff’s Exhibits Nos. 36 and 
42, which purported to show the 
amount of nonrecurring maintenance 
expense. 

The Commission has carefully con- 
sidered the testimony and exhibits con- 
cerning maintenance expense and 
while there may be some deferred 
maintenance we cannot determine 
from the record to what extent such 
deferred maintenance expense exists 
in current operating costs. We, there- 
fore, will make no adjustments of the 
company’s maintenance expense other 
than a reduction in the cost of mate- 
rials used for maintenance which we 
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will discuss later under the subject of 
Western Electric Company prices. 


Depreciation Expenses 

[2] For the purpose of determining 
annual rates for accrual to the depre- 
ciation reserve, the company presented 
evidence by its witness, Mr. Fritz, and 
Exhibit D-14, showing the company’s 
annual accrual rates by primary ac- 
counts, which, when applied to the de- 
preciable plant dollars as of October 
31, 1947, resulted in a composite rate 
of 3.82 per cent. The company’s evi- 
dence indicated that these rates were 
determined from mortality studies 
combined with estimated future serv- 
ice lives of the company’s units of 
plant and were predicated on the 
“straight line” theory of depreciation. 
The company’s witness, Mr. Fritz, es- 
timated that the expected service lives 
of the various classes of plant, as 
shown on Sheet 2 of Exhibit D—40, 
compute to a composite average serv- 
ice life of 17.4 years. 

The Commission’s staff presented 
evidence concerning the annual rates 
for accrual to the depreciation reserve 
and submitted in evidence Exhibit 
CE-39 and recommended a composite 
rate of 2.5 per cent. A witness tes- 
tified that his recommendation for ac- 
crual rates was based on the past ex- 
perience and requirements of the com- 
pany covering a period of thirty-one 
years from 1917 to 1947, inclusive. 
His result was determined by the use 
of average net salvage credits of 39.52 
per cent for the 3l-year period. A 
witness testified that in arriving at the 
service lives of the various classes of 
property, he took the actual experi- 
ence of the company and from this his 
service lives compute to a composite 
average service life of 27.94 years. 
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The company also introduced evi- 
dence that the cost of removal has in- 
creased markedly in recent years and 
in all probability will increase more in 
the future, due to higher labor costs, 
with consequent reduction in future 
net salvage. A company witness tes- 
tified that when these factors were 
taken into consideration he found a net 
salvage value of 33.45 per cent. How- 
ever, the witness further stated that he 
would not quarrel with staff witness’ 
39.52 per cent for salvage credit. Both 
of these expert witnesses applied the 
same mathematical formula for deter- 
mining their respective recommended 
rates, the difference between the com- 
posite rate recommended by each ex- 
pert being accounted for by the dif- 
ference in the estimated average serv- 
ice life and salvage which each one 
used. To say that the estimated aver- 
age service life recommended by either 
of these experts is correct would in our 
judgment be to choose one or the other 
of two extremes. Each made his esti- 
mate from his own viewpoint and ex- 
perience has shown that estimates oft- 
en vary widely. This is not said in 
criticism of either of these expert wit- 
nesses. We are convinced that each 
conscientiously presented his views. If 
the company witness’ estimated aver- 
age service life is too short, then the 
resultant rates would be too high, and 
there will be an overaccrual in the de- 
preciation reserve; if staff witness’ 
average service life is too long, then 
the resultant rates would be too low, 
and there will be an underaccrual in 
depreciation reserve. Neither of these 
possibilities is desirable. However, 
the record as a whole indicates that 
the company’s recommended rates are 
too high. The company admits that 
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its present depreciation reserve bal- 
ance is adequate, the same being ap- 
proximately 36 per cent of its total de- 
preciable property. Furthermore, the 
company admits that the modern 
equipment now being installed in this 
plant is longer lived equipment than 
that used before, and the record shows 
that the net salvage recovery during 
the present construction program has 
been higher than that experienced be- 
fore. This and other facts in the rec- 
ord indicate that the company’s rec- 
ommended rates are excessive, and we 
will require that they be adjusted 
downward. It is impossible to judge 
the company’s future needs with 
mathematical accuracy. Furthermore, 
the company admits that it is now in 
the process of making additional stud- 
ies of the service lives of the various 
classes of depreciable property in its 
plant and also of the net salvage re- 
covery from retirements, and that it is 
expected that these studies will bring 
about changes in the depreciation 
rates. 

Upon careful consideration of the 
whole record, the Commission is of the 
opinion that a composite annual de- 
preciation rate of 3.5 per cent of the 
company’s depreciable property as of 
October 31, 1947, will level off the 
company’s present trend towards over- 
accrual in the depreciation reserve, 
and at the same time will be adequate 
to meet the company’s needs during 
the immediate future. It is under- 


stood that this rate and the resultant 
rates by classes of property are being 
fixed upon an experimental basis and 
will be the subject of continued stud- 
ies, both by the company and the 
Commission, and will be subject to 
adjustment at any time that actual ex- 
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perience may show that such rates are 
either inadequate or excessive. The 
Commission feels that by the time the 
national economy reaches a somewhat 
stabilized plane, other and further ad- 
justments in the company’s rates for 
depreciation accrual, as well as its 
rates for service to the public, may re- 
quire some further adjustments. 

The Commission will require the 
company to submit to the Commis- 
sion within ninety days after the ef- 
fective date of the order component 
rates by primary accounts which will, 
when properly applied, result in a 
composite rate of 3.5 per cent of the 
total depreciable plant as of October 
31, 1947. The Commission will also 
require the company to submit to the 
Commission annual reports showing 
in detail the effect of the application 
of these rates by accounts, the total 
depreciable plant dollars, gross retire- 
ments, salvage, cost of removal, net 
retirements, and the reserve balance. 
We believe that this information will 
enable the Commission from time to 
time to ascertain and determine and 
by subsequent orders fix the proper 
and adequate rates of depreciation of 
the several classes of property of such 
company. 

Depreciable property in Missouri, 
as determined from Company Exhibit 
D-5, totaled $147,079,050 as of Oc- 
tober 31, 1947, and the application 
of a composite rate for depreciation ac- 
cruals of 3.5 per cent would result in 
a total depreciation expense of $5,147,- 
766.75. Of this amount $4,607,754 
is applicable to Missouri intrastate 
operations, and results in a down- 
ward adjustment in operating ex- 
penses of $154,458 when applied to 
depreciation expense, as set up by the 
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company in its Exhibit D-10, of $4,- 
762,212. 


Traffic Expenses 

Traffic expenses, as shown by ap- 
plicant’s Exhibit D-10, totaled $12,- 
295,566. A major portion of this ex- 
pense is made up of operators’ wages 
and operators’ employment and train- 
ing. The testimony shows that ap- 
plicant is converting from manual to 
dial operation as rapidly as materials 
and man-power are available. The 
present program calls for the conver- 
sion of some 19 exchanges in the next 
three to four years. This conversion 
will result in a considerable saving in 
Operators’ wages. It will also result 
in increased investment in telephone 
plant, which will in turn require in- 
creased maintenance cost, deprecia- 
tion expenses and taxes. Staff Ex- 
hibit No. 40 shows a net annual sav- 
ing of $262,842 in traffic expenses due 
to conversion from manual to dial, in- 
cluding savings in operators’ employ- 
ment and training expenses. The 
gross savings in operators’ wages by 
reason of the conversion results in a 
net savings in traffic expenses of ap- 
proximately $244,300, but will result 
in the addition of approximately $4,- 
867,276 to the rate base before this 
saving can be accomplished. This ad- 
ditional net income results in approxi- 
mately 5 per cent return on the added 
investment in plant. Therefore, we 
obtain approximately the same results 
by eliminating the net increase in op- 
erating income as computed in Staff 
Exhibit 40, as we do by including the 
net increase in operating income and 
increasing the rate base. Consequent- 
ly, we shall not consider this adjust- 
ment in our findings. 

Operators’ employment and train- 
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ing, as shown by Staff Exhibit No. 15, 
pages 1 and 2, has increased from $40,- 
862 in 1937 to $905,788 in 1946, and 
then decreased to $465,427 in 1947 as 
shown by Staff Exhibit No. 16. Dur- 
ing the war period and the period im- 
mediately following, unsettled condi- 
tions very likely attributed to abnormal 
expenses under this classification. In 
1946 expenses of this nature increased 
$361,195 over the year 1945, while 
during the year 1947 the expenses de- 
creased $441,361 when compared with 
the year 1946. Staff Exhibit No. 40 
shows a gross decrease in traffic ex- 
penses due to savings in operators’ em- 
ployment and training of $30,322, of 
which $22,141.12 is applicable to in- 
trastate operations in Missouri. 


Commercial Expenses 

[3] A witness testified on cross-ex- 
amination that during the four months, 
July to October, 1947, applicant in- 
curred expenses of $8,700 for adver- 
tising in connection with this rate case. 
However, $8,700 covers the four 
months’ period which was projected to 
an annual basis in applicant’s Exhibit 
D-10, and this amount when projected 
to an annual basis results in an ex- 
pense of $26,100, of which $22,921.02 
is applicable to intrastate operations in 
Missouri. We can find no justifica- 
tion for allowing as an operating ex- 
pense, to be borne by subscribers, the 
expenditures in connection with ad- 
vertising to promote the establishment 
of higher rates. Consequently, this 
item wiil be eliminated. 


General Services and Licenses 

[4] The item “General Services and 
Licenses” covers payments made by 
the Southwestern Bell Telephone Com- 
pany to American Telephone and Tele- 
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graph Company, under the provisions 
of the license contract which provides 
for numerous services such as account- 
ing, engineering and financial services 
and licenses and privileges under pat- 
ents, copyrights, etc. Charges to this 
account total $703,068, of which 
$582,993 was allocated to intrastate 
operations in Missouri, as shown by 
applicant’s Exhibit D-10. At the time 
of the hearing payments made by ap- 
plicant under the license contract were 
based upon 14 per cent of its gross rev- 
enue, but since the hearing this has 
been reduced to one per cent per year. 
Counsel for the company has filed a 
stipulation concerning this reduction, 
wherein it is agreed that applicant’s ex- 
pense under General Services and Li- 
censes as shown in applicant’s Exhibit 
D-10 would have been reduced in an 
amount of $229,725, of which $190,- 
488 would have been applicable to in- 
trastate operations in Missouri. 


The Commission staff has urged 
that the entire payments under the li- 
cense contract should be disallowed as 
an operating expense on the grounds 
that the actual cost of rendering the 
service could not be ascertained. Fur- 
thermore, it is pointed out that where 
there are intercorporate relations and 
affiliations, such as exist in the Bell 
system, and dealings between the af- 
filiates for services and materials and 
supplies, such as exist between the 
American Company, the Western 
Electric Company and the Southwest- 
ern Bell Telephone Company, then the 
burden is on the applicant to prove the 
actual cost of the services rendered and 
the actual cost of the materials and 
supplies to the manufacturing affiliates. 
That this is the law is well established 
by a line of decisions of the U. S. Su- 
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preme Court, the principal ones of 
which are Smith v. Illinois Bell Teleph. 
Co. 282 US 133, 75 L ed 255, PUR 
1931A 1, 51 S Ct 65, and Lindheimer 
v. Illinois Bell Teleph. Co. (1934) 292 
US 151, 78 L ed 1182, 3 PURNS 
337, 54 S Ct 658. While this is un- 
doubtedly the law, the Commission 
does not agree altogether with the con- 
tention of its staff. It is true that the 
actual cost of rendering the service can- 
not be ascertained as was repeatedly 
testified to by the Commission staff 
and applicant’s witness Gretz, as 
shown by his deposition ; however, ap- 
plicant contends that the services it re- 
ceives under the license contract are 
valuable and beneficial to it and to its 
subscribers, and the payments made by 
it for the services are reasonable and, 
in fact, less than the cost to the Amer- 
ican Telephone and Telegraph Com- 
pany of providing the services, and that 
these circumstances justify the inclu- 
sion of the payments under the contract 
as an operating expense. With this 
contention, the Commission does not 
entirely agree. In the Smith Case, 
supra, it is pointed out that the fact 
that the affiliate company is shown not 
to have made an excess profit from its 
dealings with its subsidiary or affiliate, 
does have some evidentiary value, and 
if such does have evidentiary value, 
then in the absence of strong contra- 
dictory evidence the proof made is suf- 
ficient to sustain the applicant’s bur- 
den. 

The Commission recognizes the fact 
that some services are rendered under 


‘the contract and that such services are 


beneficial and valuable to the applicant 
and to its subscribers, and that a fair 
allowance representative of the cost of 
rendering such service should be in- 
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cluded in operating expenses. In our 
opinion the one per cent of gross rev- 
enues represents a reasonable charge 
for the services rendered and it will be 
allowed. Such allowance will result in 
a downward adjustment of Southwest- 
ern’s operating expenses of $229,725 
applicable to its Missouri operations, 
$190,488 of which is applicable to in- 


trastate operations in Missouri. 


Relief and Pensions 

[5] The company’s pension plan 
was first established in 1913 and the 
primary purpose of the plan is to deal 
in an orderly way with the problem of 
superannuation. For a number of years 
the plan was on a pay-as-you-go basis 
and pension costs were charged to ex- 
penses in the year paid. During the 
earlier period no provisions were made 
in expenses for future pensions and no 
pension trust fund was established. In 
1927 the company adopted the actuar- 
ial basis of pension accruals which re- 
sulted in immediately creating an un- 
funded actuarial liability representing 
accruals which were chargeable to past 
service periods. In 1941 the company 
decided to take what it termed the 
“final step” for conversion of the pen- 
sion plan to a full accrual basis and in- 
volved increasing annual accrual rates 
to prevent the unfunded actuarial re- 
serve requirement from growing. The 
contributions to the plan are deposited 
under an irrevocable trust with the 
Bankers Trust Company of New York 
city as trustees. 

The employees of the company are 
not required to contribute to the plan. 
The entire amount of the pension ac- 
cruals and cost of administering the 
plan is entered on the books of the 
company as an item of cost for render- 
ing telephone service. Under the plan 
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male employees are entitled to retire at 
their own request or they may be re- 
tired at the discretion of the company 
upon attaining the age of sixty, pro- 


.viding they have had twenty or more 


years of service. They may be retired 
at the discretion of the company if they 
have attained the age of fifty-five and 
have had at least twenty-five years of 
service, or at any age if they have had 
at least thirty years of service. The 
eligibility requirements for females are 
the same as those of males, except that 
in each case the age requirement is five 
years lower. Both male and female em- 
ployees’ retirement is automatic upon 
the attainment of age sixty-five. The 
trustee pays the pensions out of the 
pension fund. The balance in the fund 
is invested and the earnings augment 
the fund. All moneys in the pension 
fund are dedicated irrevocably to serv- 
ice pension purposes and the company 
takes such action as may be necessary 
or appropriate to insure the application 
of the entire fund to such purposes. 
Under the plan an employee is general- 
ly entitled at retirement to a pension 
computed at one per cent of his average 
annual pay during the last ten years of 
service, multiplied by the number of 
years of service. Since eligibility for 
pension is based upon a minimum pe- 
riod of twenty years’ service, it follows 
that as wage increases are made insuf- 
ficient funds are provided for future 
payments unless the rate of pension ac- 
crual is increased at the time of each 
general wage increase to cover not only 
the normal future accruals but also the 
adjustments of past service accruals, 
which because of the wage increase 
prove to have been insufficient. 


The balance in the pension fund as 
of December 31, 1947, was $47,538,- 
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414, which was applicable to the entire 
company. During the period 1937 to 
1947, inclusive, credits to the fund to- 
taled $31,879,820, of which $27,313,- 
535.13 had been charged to operating 
expenses, while $4,572,041 had been 
charged to miscellaneous deductions 
from gross income. The accruals so 
credited to the reserve during this pe- 
riod relating to Missouri operations 
were $8,329,853.65, of which $7,156,- 
610 had been charged to operating ex- 
penses and $1,173,243.65 had been 
charged to miscellaneous deductions 
from gross income. In addition to ac- 
cruals, credits to the fund interest and 
dividends are credited thereto each 
year. Credits for items of this nature 
during the foregoing period totaled 
$8,329,535.31, while disbursements 
for pensions and benefits totaled $6,- 
415,757.20 for the entire Southwest- 


ern Bell Telephone Company. The 
item included for relief and pensions 
among the operating expense accounts 
of the company amounts to $2,097,099, 
of which $1,763,772 is applicable to 


Missouri intrastate operations. The 
pension accruals in this item total $1,- 
828,524, of which the Commission has 
determined $1,537,880 is applicable to 
intrastate operations. 

When the company adopted the full 
service accrual basis of financing its 
pension requirements, there was an un- 
funded actuarial reserve requirement 
of $19,000,000 applicable to past serv- 
ices. This amount would increase an- 
nually unless steps were taken to ar- 
rest its growth. This was accomplished 
by paying into the fund annually a sum 
resulting from multiplying said $19,- 
000,000 by the interest rate assumed 
in the actuarial calculations. Thus 
there is included in pension accruals 


$142,398 which is required to arrest 
the growth of Missouri portion of the 
company’s $19,000,000 unfunded ac- 
tuarial liability. $104,871 of this 
amount is applicable to intrastate op- 
erations. 

The Commission staff recommended 
the disallowance of all pension accruals 
over and above the current accruing 
pension cost and computed the amount 
of such disallowance at $479,702. The 
Commission staff also recommended 
the disallowance of $142,398 charged 
to Account 323, which sum represents 
the amount required to arrest the 
growth of the company’s $19,000,000 
unfunded actuarial liability. The rea- 
sons advanced for the disallowance of 
these items were that the company is 
entitled only to currently accruing pen- 
sion expenses and because of the com- 
pany’s failure to make up the deficiency 
in past years, the company should not 
now be permitted to charge the pres- 
ent ratepayers with the arresting pay- 
ments. 

The Commission is of the opinion 
and finds that the two items amounting 
to $622,000 contended for disallow- 
ance in this account should be included 
in the company’s expenses as an item 
of cost for rendering telephone service. 
There is no evidence disputing the fact 
of payment or the propriety or the ne- 
cessity for payment. The evidence is 
reasonably clear that the purpose for 
which this expenditure is made is to 
solve the problem of superannuation 
and to maintain the efficiency of the 
employee force. The Bell system pen- 
sion plan has received judicial approv- 
al in several decisions. State v. Tri- 
State Teleph. & Teleg. Co. (1939) 204 
Minn 516, 28 PUR NS 158, 284 NW 
294; Chesapeake & P. Teleph. Co. v. 
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Public Utilities Commission, 62 Wash 
Law Rep 486; State ex rel. Pacific 
Teleph. & Teleg. Co. v. Department of 
Public Service (1943) 19 Wash2d 
200, 52 PURNS 6, 142 P2d 498. 
Such items of expense have received 
approval in decisions of other regula- 
tory bodies and courts. Re Chesapeake 
& P. Teleph. Co. (DC 1947) 73 PUR 
NS 12; Re Chesapeake & P. Teleph. 
Co. (Md 1947) 70 PUR NS 97; 
Southern Bell Teleph. & Teleg. Co. v. 
Public Service Commission (1948) — 
Ga —, 75 PUR NS 471, 49 SE2d 38; 
Southern Bell Teleph. & Teleg. Co. v. 
Railroad and Public Utilities Commis- 
sion (Tenn Ch Ct 1948) 74 PUR NS 
150; New England Teleph. & Teleg. 
Co. v. United States (1943) 52 PUR 
NS 303, 53 F Supp 400. 

The Commission, while allowing as 
an item of expense in this case the 
amount of $104,871 representing the 
arresting payments on Missouri por- 
tion of the company’s unfunded actu- 
arial liability, is of the opinion that the 
company should give serious consid- 
eration to a plan to eliminate this de- 
ficiency. No doubt the present arrest- 
ing payments are smaller than would 
be under a suitable plan of amortiza- 
tion, but a continuation of the present 
procedure means that there will be a 
continual charge for arresting pay- 
ments indefinitely in the future. We 
think a plan to eliminate this item 
should be presented jointly to this 
Commission and other state Commis- 
sions having jurisdiction of the com- 
pany. 

Western Electric Company Prices 

According to the testimony, West- 
ern Electric Company increased its 
prices some 5 per cent in the month of 
October, 1947. Later in the months 
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of January, 1948, and June, 1948, it 
reduced its prices 5 per cent and 3.6 
per cent respectively. These reduc- 
tions in prices will result in savings on 
materials purchased from Western 
Electric Company by applicant and 
should be taken into consideration in 
fixing future rates. The effect of these 
price reductions results in a saving in 
operating expenses of $79,297.50, of 
which $76,212.03 is applicable to intra- 
state operations in Missouri. 


Compensation 

As has been heretofore stated, the 
company operates in five states. Ex- 
penses of a general nature, such as the 
salaries of general officers and the op- 
eration of general property, are assign- 
able to the five states in which the com- 
pany operates. It therefore follows 
that, of total expenses incurred in the 
state of Missouri, a part of these ex- 
penses are chargeable to other states. 
In Company Exhibit D-10, the 
amount of such expenses assignable to 
states other than Missouri totals $365,- 
472. Any reduction, by way of ad- 
justments in Missouri operating ex- 
penses, would necessarily decrease the 
amount of the total expenses assign- 
able to states other than Missouri, and 
would result in decreasing the amount 
of such credit!) We computed the 
amount of this decrease at $3,679.69, 
of which $3,594.62 is assignable to in- 
trastate operations in the state of Mis- 
souri. 


Expenses Assigned to Interstate Op- 
erations on a Station-to-station 
Basis 

In allocating both property and ex- 
penses between interstate and intra- 
state operations in Missouri, alloca- 
tions were first made by primary ac- 
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counts, on a board-to-board basis. 
Allocations were then made on a sta- 
tion-to-station basis. These allocations 
resulted in a credit to total Missouri 
intrastate operations of $570,585. This 
amount included $97,399, which was 
applicable to depreciation expense, 
which we have included in our direct 
adjustment. It therefore becomes nec- 
essary to reinstate the $97,399 under 
expenses assigned to interstate opera- 
tion on a _ station-to-station basis. 
Downward adjustments of other ac- 
counts, such as the ones made here, 
likewise reduce the amount of the 
credit to intrastate operations in Mis- 
souri. We have computed this amount 
at $4,651.49. 


Taxes 

Downward adjustments of operat- 
ing expenses result in increasing the 
net available for return. Any increase 
in the net available for return like- 
wise increases taxable income; there- 
fore, our net adjustments to operating 
expenses result in increasing the com- 
pany’s tax liability for both state and 
Federal income taxes. This increase 
has been computed at $165,434.51, of 
which $118,371.26 is applicable to in- 
trastate operations in Missouri. 

Summarizing our adjustments, we 
have the following income statement 
applicable to Missouri operations: 
[Table omitted]. 


Local Exchange vs. Statewide Meth- 
ods of Rate Making 


[6] The cities of St. Louis and 
Kansas City contend (at least in so far 
as those two cities are concerned) that 
the applicant’s rates should be fixed 
upon the local exchange basis as op- 
posed to the applicant’s contention that 
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the rates should be fixed upon a state- 
wide (value of service) basis. This 
issue was fully considered and thor- 
oughly discussed in the Commission’s 
report and order in the 1945 Valuation 
Case, Public Service Commission v. 
Southwestern Bell Teleph. Co. Nos. 
9279, 8112, 9280, 9528, 57 PUR NS 
257, 307 et seq. 

In that case the local exchange 
versus statewide methods of rate mak- 
ing was not a live issue and was not 
passed upon as such, but the question 
was considered and ably discussed pre- 
liminary to a declaration by the Com- 
mission of administrative policy to be 
followed in the future, absent changes 
in the facts or the law. The issue is 
now before the Commission in this 
rate case and must be decided. The 
evidence upon this issue in the record 
now before the Commission is in all 
essentials the same as in the record in 
the Valuation Case. Again the appli- 
cant proposes to place all of its ex- 
changes in the state into a series of 
groups, each group containing those 
exchanges of comparable size and 
service and apply uniform rates to all 
exchanges in each group. This pro- 
posal is set out in detail in applicant’s 
Exhibit D-17 which is a part of the 
testimony on this issue given by the 
applicant’s witness. The group con- 
taining the exchanges with the small- 
est number of stations would pay the 
lowest rate and the rate for each group 
increases as the number of stations in 
the exchanges in each group increases 
until the cities of St. Louis and Kansas 
City are reached, each of which is 
treated as a group within itself, and 
wherein the highest rates are applied. 
The proposed rates in the St. Louis 
District Exchange are higher than 
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those in the Kansas City District Ex- 
change because of the greater number 
of stations in St. Louis. This is all 
based upon the value of the service 
theory, it being the applicant’s position 
that the greater number of stations to 
which any subscriber can connect 
through his exchange the greater is 
the value of the service. Such rates 
by groups are designed to give the ap- 
plicant a statewide over-all revenue 
that will meet all operating expenses 
and provide a fair average return upon 
the value of the properties devoted to 
rendering telephone service in the 
state of Missouri. 

Viewing the record now before the 
Commission upon this issue, the Com- 
mission can see no material change, 
either in the facts or the law, from 
what was before the Commission in 
the Valuation Case and no valid rea- 
son now appears why the Commission 
should depart from its administrative 
policy declared in the Valuation Case 
wherein it said (57 PUR-NS at p. 
310) : 

“In the meantime all concerned may 
proceed on the assumption that as a 
matter of administrative policy, this 
Commission favors in principle the 
statewide method of rate making for 
the Southwestern Bell Telephone 
Company in Missouri and, unless per- 
suaded to the contrary in the mean- 
time, will act accordingly if and when 
occasion to do so presents itself. 

“In so adopting the general principle 
of statewide method of rate making, 
it should be understood that the Com- 
mission recognizes that conditions 
may warrant further studies of the 
rates charged in local exchanges and 
any statewide method of rate making 
will not preclude the Commission from 
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adjusting any inequities, unjustness, 
unreasonableness, or unduly prefer- 
ential rates in a particular exchange 


~ area.” 


Such rates as are herein authorized 
will, in accordance with this previously 
declared administrative policy of the 
Commission, be fixed by schedules, to 
be hereinafter approved, applying the 
statewide (value of the service) 
method of rate making. 

At this point the temptation for the 
Commission to make a recommenda- 
tion beyond the pale of its jurisdiction 
is irresistible. The Southwestern 
Bell Telephone Company, as pointed 
out heretofore, operates throughout 
the states of Arkansas, Kansas, Mis- 
souri, Oklahoma, and Texas, and also 
has an operation in a small sector of 
Illinois. If rates were applied 
throughout the territory where the 
company operates, which would pro- 
duce a rate of return on the company’s 
property comparable to that allowed in 
Missouri, it would tend to eliminate 
past inequities and to place upon the 
subscribers in all the states their fair 
and proportionate share of the burden. 
This suggestion is made realizing full 
well that its accomplishments are 
fraught with many difficulties and may 
approach impossibility of attainment. 


Municipal License or Occupa- 
tion Taxes 


[7, 8] As a part of its proposed new 
rates, applicant seeks authority of the 
Commission to pass on to subscribers 
in the various cities certain city special 
taxes, sometimes called license or oc- 
cupation taxes. The proposal is that 
in all cities served by applicant, ex- 
cepting St. Louis and Kansas City, 
wherein a gross receipts tax in excess 
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of 2 per cent is levied, that all that 
portion of the tax in excess of 2 per 
cent be added to the rates for the sub- 
scribers in that city. This proposal 
was vigorously protested by many 
cities. 

City special taxes are levied by prac- 
tically all of the cities in which the 
company operates. These taxes are 
nowise uniform. They are a legiti- 
mate operating expense of the com- 
pany and where such tax rate varies 
among the cities the effect is to bur- 
den subscribers in some cities with a 
part of the taxes levied by other cities, 
unless the rates are adjusted to elim- 
inate this effect. It is an unjust dis- 
crimination for the telephone users of 
one city to be burdened with any part 
of taxes levied by another city. It is 
a very troublesome problem as to how 
to eliminate such inequities. The 
Commission has been concerned with 
this problem for some time and has 
been giving serious consideration to 
several plans that might be adopted 
by utilities. However, none of the 
plans considered by the Commission 
thus far has offered a satisfactory so- 
lution. 

It has been suggested that all such 
special city taxes be added to the cus- 
tomer’s bill in each respective city as a 
separate item in the same manner as 
the 2 per cent state sales tax is added 
to the bills of customers of public util- 
ities. Handled thus the burden would 
fall wholly upon those within each 
respective city. Counsel for the cities 
contend that the Commission, under 
the Constitution of Missouri and the 
laws of the state, cannot legally au- 
thorize this method of handling such 
taxes. 

This question of passing on to the 


[4] 


subscribers city special taxes was dealt 
with by the Department of Public 
Service of the state of Washington, 
Department of Public Service v. Pa- 
cific Teleph. & Teleg. Co. (1940) 37 
PUR NS 321. In that case seven 
out of numerous other cities served by 
the telephone company had levied city 
special taxes, and the company asked 
permission of the Department of Pub- 
lic Service to pass these taxes on to the 
subscribers in the cities where the 
taxes were levied. In passing upon 
this question, the Washington Depart- 
ment of Public Service said, 37 PUR 
NS at p. 405: 


“It would be manifestly unfair to 
impose upon the many thousands of 
telephone subscribers in this state, 
who live elsewhere than in the seven 
cities in which such taxes are now lev- 
ied, the burden of providing the dol- 
lars necessary to pay occupation taxes 
in those cities. (It is no answer to 
say that the company should itself pay 
this tax, for the company must neces- 
sarily pay it out of dollars received 
from its subscribers. In our opinion, 
it is much more equitable to provide 
that the subscribers in the various 
cities should assume that responsibil- 
ity, if such cities have used that meth- 
od of providing additional tax rev- 
enue, than to require subscribers 
throughout the state to help carry the 
cost of paying the taxes exacted by 
these particular cities. There can be 
no doubt that an unjust and unreason- 
ably discriminatory situation now ex- 
ists in respect to these particular taxes, 
and that this burden must be placed 
where it should be, namely, upon the 
subscribers in the particular localities 
in which the taxes are levied. ) 

“Two methods have been suggested 
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for accomplishing this end, one being 
to fix special exchange rates in the sev- 
eral localities in question sufficient to 
allow for these taxes under operating 
expenses, and the other to allow the 
pro rata passing on of the tax itself to 
the subscribers in the taxing localities, 
as proposed by the company. 

“The second suggestion is more 
equitable. It has the advantage of 
immediately imposing upon ratepay- 
ers in any community which elects to 
derive revenue from such a tax, the 
burden of providing those dollars. 
Conversely, whenever any such tax is 
repealed by any of the levying cities, 
the subscribers in question will be re- 
lieved automatically and concurrently 
of the burden which has been imposed 
upon them by their own municipali- 
ties. 

“An additional reason for this con- 
clusion is that if we countenance the 
recurrent imposition of similar taxes 
by the host of municipalities in this 
state upon the various utilities sub- 
ject to our jurisdiction, the inevitable 
result will be as in this case, contin- 
ually mounting operating expenses 
over which we can exercise no con- 
trol. This may well lead to a proces- 
sion of rate cases requiring, the ex- 
penditure of much time and expense 
both by the utilities and by the De- 
partment. 

“We, therefore, direct the company 
to pass on municipal occupation 
taxes.” 

We cannot approve the plan sub- 
mitted by the applicant for several 
reasons. The company’s plan would 
exempt the subscribers of the ex- 
changes of Kansas City and St. Louis, 
where the tax is now 5 per cent of the 
gross income, which would result in 
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unreasonable and unjust discrimina- 
tion. For the time being we suggest 
that the applicant attempt to work out 
a uniform method to eliminate the in- 
equities now existing. If this cannot 
be done, then the only alternative will 
be for the Commission to further in- 
vestigate the matter and after a hear- 
ing determine an equitable plan for 
the company and other utilities to fol- 
low. 
Rate of Return 


[9] Three expert witnesses testi- 
fied on the subject of a fair rate of 
return for the company to earn on its 
property devoted to public service. A 
witness for the city of Kansas City 
testified that in his opinion a rate of 
return of 4.85 per cent on a depreci- 
ated original cost rate base, or 4.23 
per cent under General Order 38—A, 
was fair and reasonable. A witness 
for the city of St. Louis testified that 
in his opinion 5 per cent was a reason- 
able rate of return based on the for- 
mula used in the Commission’s Gen- 
eral Order 38-A. The company’s wit- 
ness recommended a rate of return 
based on the formula used in General 
Order 38-A of 6.5 per cent. Each 
of the. witnesses for Kansas City and 
the company identified and there was 
introduced in the record information 
and data which each used in arriving 
at his conclusions. 

The original cost of property used 
and useful in Missouri intrastate op- 
erations, materials and supplies, and 
cash working capital totaled $142,- 
275,076.70, as summarized on page 
38 herein. The adjusted net avail- 
able for return from Missouri intra- 
state operations totaled $4,079,003.80. 
[Table showing above omitted here- 
in], while earnings on the depreciation 








mrs 


Fry HR 








pest 
out 

in- 
inot 
will 


-ar- 
for 
fol- 


its 


n- 
it- 
im 
ral 


nd 


on 
ng 


id 


J 
Kf 


il- 
a- 








RE SOUTHWESTERN BELL TELEPH. CO. 


reserve applicable to Missouri intra- 
state operations totaled $1,449,453; 
thereby resulting in a net available for 
return under the Commission’s Gen- 
eral Order 38—A of $5.528,456. This 
amount results in a rate of return on 
the original cost of the property used 
in Missouri intrastate operations, in- 
cluding materials and supplies and 
cash working capital of 3.89 per cent. 

The credit balance in the depreci- 
ation reserve account applicable to 
property located in the state of Mis- 
souri totaled $54,672,748, of which 
$48,315,664.21 was assignable to in- 
trastate operations in Missouri. De- 
ducting this amount from the forego- 
ing $142,275,076.70 would produce a 
depreciated original cost rate base of 
$93,959,412.49, and the adjusted 


amount available for return, on this 
basis, would be 4.34 per cent. 

The company’s entire telephone 
plant in service totaled $561,956,375 
at October 31, 1947, while the credit 
balance in the depreciation reserve 
account totaled $199,799,963 and 
common stock $260,000,000, as 
shown by Commission’s Staff Exhibit 
No. 2. Estimating materials and sup- 
plies and cash working capital at 2 
per cent of gross plant would result 
in the allowance of $11,239,127 for 
this portion of a rate base, or a total 
of $573,195,502 representing  tele- 
phone plant in service, materials and 
supplies, and cash working capital. 
Fixed charges totaled $2,989,882.11. 
Earnings on common stock outstand- 
ing are therefore computed as follows: 


TENE SINME TR GOTTEOE oo oc ccccccvccccssccsstcosecesscscessosccesnseeess $561,956,375.00 
WEES COMA BE ZF oon cccccccccccssccccccctcocccceseccccescescceooseus 11,239,127.00 

ME dink on une neon cise 605 5eee0dens sengsdigeadbbeneusneseseseneeananant $573,195,502.00 
a Ct PD. 4 .ciceerececeseinedecedeneeeesencseseessesaeebineen $22,297,305.00 

: Fixed MEN nich ccs ndvastncccdboddescntedenedaeey cent $2,989,882. 
AOE WT a on scdacnepeneennsecnctiecseweeces 5,993,998.89 

WN abn cticvcsidbsdansedcdesciascetesenckdesecsenasess 8,983,881.00 
EE CRE boo nk ic te ceeeeeeencadccsanetadcnssiomsthcsntatsrieion $13,313,424.00 
$260.000,000.00 common stock @ .....cccccccsccccccccccosscccccccccccssoese 5.12% 
I St DIED on 00un.s0c dececebaccscsetusssieeegetacsccsessecteh $16,205,366.00 
CE IED wink Ska 0 we ded eaccune’d s0:ddsdGetbceneenendebateesenssesens scenes 2,989,882.11 
REE EOE NP OEE EL EPL EET EO TT ELT TIE CT $13,215,483.89 

Miah det hetieeicncasanbater 5.08% 


$260,000,000.00 common stock @ ............. 


By its petition applicant seeks to in- 
crease rates $3,250,000. The pro- 
posed schedules which were intro- 
duced in evidence and the record made 
thereon show they were designed to 
produce additional gross revenues of 
$3,228,529, which will result in addi- 
tional net operating income, after 
taxes, in the amount of $1,969,080. 
This increase in net income will pro- 
duce a rate of return under the Com- 
mission’s General Order 38—A of 5.27 


per cent, or a return of 6.437 per cent 
on a depreciated original cost rate 
base. 

The following table shows the cal- 
culations used in arriving at these 
percentages. Jt also shows the amount 
that would be available for common 
stock dividends if the company were 
making the same rate of return on the 
same type of rate base throughout its 
system. 
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SoUTHWESTERN Bett TELEPHONE COMPANY 
Income Statement—Missouri Intrastate 
1. General Order 38-A 


I St SO INIA, 5s vonacckvicdnane senor ian cevaess beutmeenemedeeen $4,079,003.80 
i it i i ss ood veh adgdh onsinbecetd adem $3,228,000.00 
ne UN CN I 6 occ rencnn6 cnt coset cusosdeckewas ved 1,258,920.00 
NE Oe EE  vcnvessvatutkcineascsataaebaien 1,969,080.00 
SS Oe ON 9 bab ins e6004astuies wep tense sueedredduiwones $6,048,083.80 
Ss Or ND UE Sik nbs cn cd caccdsedNededeckeniwosudeuies 1,449,453.00 
Return under General Order SB-A 2.0... ccccccccccccccccccscccccccccs $7,497,536.80 
ee oe ee vn Un nowe baw baa uncseeceete dace tapebae cab eons 5.27% 
2. Depreciated Original Cost Rate Base 
I I 0. ocd ornin elutes naib Son a wb oe eed a os On $4,079,003.80 
EE nn . ekkecgis bp edacw edeucsentbe $3,228,000.00 
ee EC 4 bo tabede puede dicts i0ses ¢banensbaonts 1,258,920.00 
es 2, UN ore hn ae dimen sewaiew cakew eed 1,969,080.00 
Se Se Oe I cn cu cassacnekicssacvdeun ceebeounbeteen eur $6,048,083.80 
a) ne. os .0dosedd enses wewebe beteeuheses code eueaas aes 6.437% 


Earnings Applied to Entire Company 
October 31, 1947 





i i i nos cu aes Cae eC eR ee oSe Ske SUR Cote teen bei? $561,956,375.00 
I EE oss ccvccnarauedendd bunsineds seavecebuasiubodsenpeoied 11,239,127.00 
IN 11 0. wh ichsitaestnah deinen wabeks4se2 od eden tae neheighwhinaemieee $573,195,502.00 
Credit Balance in the Depreciation Reserve ............cceececcscsecceeeeees $199,799,963.00 
NT IN MED ss rcesvrendbdweedeusndeecctuessacboesesteereuus $373,395,539.00 
General Order 38-A 
EE TN 6 annthig's ve hk bbe sloeaw ana dpaed reid Need Sas eRse CONE $30,207,402.95 
Less: 
GRE POE FEE Pe TCT TOTO Terre ee $2,989,882.11 
NE I UE I 0 0. 5.6 eaneninadadhendgenveanaaneie 5,993,998.89 8,983,881.00 
ND TE ib Sess sacnebecdiins ccncsevences $21,223,521.95 
ee ED oi, vc cannwcnsucnceasweetncnen tat Vaenentare 8.163% 
Depreciated Original Cost Rate Base 
i Pe cia kalau bth dbesuie Vemuditon eens weak oeeeneeh $24,035,470.84 
OD vn 6.4. 0.65.05 Sin dn 6 onwenceesnb0 400i d0berR ct shinee Rebbsnesdsanets 2,989,882.11 
i I I ons i a Ok GKd vs dS E AANA S ARR R ERED DOTORTS $21,045,588.73 
ae Ce SN OD ino inc td cccs cewencnsndnessenetncndrperdns 8.094% 
Final Conclusions stock sufficient to maintain its credit 


and attract capital. We further find 


The Commission, after careful con- ; 
that the applicant should be permitted 


sideration of the record made in this 


case, is of the opinion and finds that 0 increase its rates and charges in 
the applicant’s present rates will not the manner provided for by its pro- 
permit it to earn a fair rate of return posed rate schedules introduced in the 
sufficient to pay operating expenses, record as Exhibit No. D—17 on a tem- 
meet its fixed charges, and pay rea- porary or experimental basis. The 
sonable dividends on its common proposed rates were designed to pro- 
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duce for the company additional gross 
revenue in the amount of $3,228,529, 
which would result in additional net 
operating income, after taxes, of $1,- 
969,080. This will result in a rate of 
return to the company of 5.27 per cent 
under the formula used in the Com- 
mission’s General Order 38-A or 6.- 
437 per cent on a depreciated orig- 
inal cost rate base. Even though we 
believe from the evidence that the ap- 
plicant will receive revenues in addi- 
tion to the amount shown by its ex- 
hibits from upgrading of service and 
increased business, and that it will 
realize savings by reason of the lev- 
eling off of maintenance expense, to- 
gether with savings from more expe- 
rienced personnel, automatic equip- 
ment, and other sources mentioned in 
the evidence, yet we are unable to es- 
timate with any assurance of accuracy 
to what extent, measured in dollars, 


the company’s operational position 


will be improved. In order to receive 
any increase in revenue from new 
business, the company will necessarily 
have to increase its facilities which will 
result in an increased rate base. As 
previously pointed out in this report, 
the Commission is at this time unable 
to determine definitely the amount of 
net revenue that will result therefrom. 
The Commission further finds that 
the company’s proposed method of 
grouping the exchanges for the pur- 
pose of rates is fair and equitable and 
that the rates and charges provided 
for in the proposed schedules will not 
be unjust, unreasonable, unjustly dis- 
criminatory, or unjustly preferential, 
or in anywise in violation of the law, 
neither will said rates and charges re- 
sult in the company earning an exces- 
sive return upon the value of the 


property actually used in the public 
service. 

The Commission will therefore au- 
thorize the company to file and charge 
the rates for telephone services as pro- 
posed herein on a temporary or experi- 
mental basis and watch closely the re- 
sults thereof. If such rates, after a 
trial period, indicate that they will 
produce for the company an excessive 
rate of return, we will require the com- 
pany to make adjustments thereof. 

In passing, it might be well to point 
out, while not in the record and not 
considered in making the above find- 
ing, that the Commission has knowl- 
edge of the fact that the company has, 
since the hearing, negotiated a new la- 
bor contract which increases substan- 
tially the wages of its employees. The 
new wage increase will thereby in- 
crease applicant’s operating expenses 
and probably offset any increased rev- 
enue from new business. 

Entertaining these views, 

It is, therefore, 

Ordered: 1. That rate schedules 
accompanying Southwestern Bell Tel- 
ephone Company’s application herein, 
designed to increase gross intrastate 
revenue in Missouri $3,228,000, be 
and they are hereby approved and said 
company is authorized to file said 
schedules of rates to become effective 
February 1, 1949. 

Ordered: 2. That subscribers’ rates 
for telephone service granted in Or- 
dered: 1. herein are granted on a 
temporary or experimental basis, and 
Southwestern Bell Telephone Compa- 
ny has agreed to supply this Com- 
mission with such reports as the Com- 
mission may have need for in such 
detail and at such intervals as the Com- 
mission may request in order to keep 
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itself adequately and currently in- 
formed relative to operating results. 
Ordered: 3. That Southwestern 
Bell Telephone Company’s proposal to 
add to its subscribers’ rates for tele- 
phone service in each city where the 
gross receipts tax exceeds 2 per cent, 
the amount of the excess over 2 per 
cent, except in Kansas City and St. 
Louis where the tax is now 5 per cent, 
be and the same is hereby denied. 
Ordered: 4. That Southwestern 
Bell Telephone Company be and it is 
hereby ordered to accrue depreciation 
expense on its depreciable plant lo- 
cated in the state of Missouri at the 
rate of 3.5 per cent per annum, and 
that within ninety days following the 
effective date of this order Southwest- 
ern Bell Telephone Company shall sub- 
mit to this Commission component 
rates by primary accounts which will, 
when properly applied, result in a 
composite depreciation rate of 3.5 per 
cent of total depreciable plant as of 
October 31, 1947. The company 
shall submit to this Commission, from 
and after January 1, 1949, annual re- 
ports showing in detail the effect of 
the application of these rates, the to- 
tal depreciable plant, the gross retire- 
ments, salvage, cost of removal, net 
retirements and the depreciation re- 
serve balance, all by primary accounts. 
Ordered: 5. That this order shall 
become effective on February 1, 1949, 
and the Secretary of this Commission 
shall forthwith serve on all interested 
parties a certified copy of this order. 
Wilson, Commissioner, concurs in 
result ; McClintock and Henson, Com- 
missioners, dissent in a separate opin- 
ion attached. 
McCiintock and Henson, Com- 
missioners, dissenting: We are com- 
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pelled to dissent from the majority 
opinion for the reason that, in our 
opinion, the evidence in this case does 
not support the increase which has 
been allowed. We believe from the 
evidence that the Commission is justi- 
fied in allowing some increase but, in 
our opinion, the amount allowed is 
excessive and increases the rates of 
telephone service more than is neces- 
sary to enable the company to earn a 
fair return. 


Witson, Commissioner, concurring 
in separate opinion: On the 18th day 
of January, 1949 the Commission is- 
sued its report and order — herein 
[printed herewith] in which I con- 
curred in the result. For the purpose 


of pointing out specifically the parts 
of said report and order to which I 
agree and my reasons therefor, I am 
filing this separate opinion before the 


effective date of said order. 

The evidence presented by the com- 
pany has, in my opinion, amply sus- 
tained the allegations of its applica- 
tion. I concur with Chairman Osburn 
and Commissioner Williams in “Or- 
dered: 1.” of said report and order, 
that rate schedules accompanying 
Southwestern Bell Telephone Com- 
pany’s application herein, designed to 
increase gross intrastate revenues in 
Missouri $3,228,000, be approved, and 
I concur that said company be author- 
ized to file said schedules of rates to 
become effective February 1, 1949. I 
concur in “Ordered: 2. That sub- 
scribers’ rates for telephone service 
granted in Ordered: 1. herein are 
granted on a temporary or experimen- 
tal basis, and Southwestern Bell Tele- 
phone Company has agreed to supply 
this Commission with such reports as 
the Commission may have need for in 
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such detail and at such intervals as the 
Commission may request in order to 
keep itself adequately and currently 
informed relative to operating re- 
sults.” I concur in “Ordered: 3. 
That Southwestern Bell Telephone 
Company’s proposal to add to its sub- 
scribers’ rates for telephone service in 
each city where the gross receipts tax 
exceeds 2 per cent, the amount of the 
excess over 2 per cent, except in 
Kansas City and St. Louis where the 
tax is now 5 per cent, be and the same 
is hereby denied.” I concur in “Or- 
dered: 4. That Southwestern Bell 
Telephone Company be and it is here- 
by ordered to accrue depreciation ex- 
pense on its depreciable plant located 
in the state of Missouri at the rate of 
3.5 per cent per annum, and that with- 
in ninety days following the effective 
date of this order Southwestern Bell 
Telephone Company shall submit to 
this Commission component rates by 
primary accounts which will, when 
properly applied, result in a composite 
depreciation rate of 3.5 per cent of 
total depreciable plant as of October 
31, 1947. The company shall submit 
to this Commission, from and after 
January 1, 1949, annual reports show- 
ing in detail the effect of the applica- 
tion of these rates, the total depreci- 
able plant, the gross retirements, sal- 
vage, cost of removal, net retirements 
and the depreciation reserve balance, 
all by primary accounts.” I also con- 
cur in “Ordered: 5,” that the order 
shall become effective on February 1, 
1949, 

I now undertake to set forth my rea- 
sons for my agreement with these con- 
clusions. 


[Eprtor’s Note.—Commissioner Wil- 
son then went on to say that the case 


was before the Commission on the com- 
pany’s application for higher rates, 
which alleged that rates had not been 
increased for more than twenty years 
except in a few instances. The Com- 
missioner summarized further allega- 
tions, including the allegation that a 
great increase in operating expenses had 
been due to the increase in the number 
of employees required in expanded busi- 
ness, increases in wages amounting to 
nearly 150 per cent, increases in taxes 
exclusive of Federal income taxes of 
39 per cent, and increases in prices of 
materials and supplies. Mention was 
made of the company’s contention that 
in order to attach more than 50,000 ap- 
plicants still waiting for service and in 
order to restore its prewar excellence in 
service and make further improvements, 
the company must spend a large amount 
of money, and in order to attract capi- 
tal to finance the program it needed to 
demonstrate an ability to earn a fair re- 
turn in the state. ] 


Section 5707 of the Public Service 
Commission Law, Chap 35, Rev Stats 
Mo 1939, provides that said chapter 
shall be liberally construed with a 
view to the public welfare, efficient 
facilities, and substantial justice be- 
tween patrons and public utilities. In 
deciding this case the Commission has 
had to determine whether under all 
the evidence the company has proved 
the allegations of its application and 
whether the granting of the applica- 
tion would be in the public interest and 
would be beneficial to the public wel- 
fare. The majority of us believe the 
company has proved its case. 


[Eprtror’s Note.—Commissioner Wil- 
son continued the dissenting opinion, 
saying that the application asked merely. 
for additional revenue to meet increased 
costs; that the company did not seek a 
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full 64 per cent return, which the Com- 
mission had always considered fair. 
The company had shown that its earn- 
ings were inadequate. Commissioner 
Wilson then said that the application 
sought less than a fair return and it 
was not necessary for the Commission 
to pass upon some of the subjects dis- 
cussed and determined by Commission- 
ers Osburn and Williams ; that upon any 
computation rates allowed would not be 
excessive or unreasonable. | 


Original Cost of Telephone Plant 
in Service 


I agree with the finding of the orig- 
inal cost of the company’s telephone 
plant in service in the state of Mis- 
souri to be $158,125,818.59 as of 
October 31, 1947, but I do not agree 
that all of the plant shown on Public 
Service Commission Staff Exhibit 34 
as not used in public service, totaling 
almost one million dollars, i. e., $934,- 
355.97, consisting of land, buildings, 
underground cable, and underground 
conduit, should be deducted from the 
original cost. To deduct the value of 
the land in the sum of $150,729.17, 
which is used as a parking lot at the 
rear of the company’s main office 
building in St. Louis, is to penalize 
the company for its foresight in ac- 
quiring extra land for expansion, if 
needed. Furthermore, it is my opin- 
ion that it is in the public interest for 
security reasons for the company to so 
arrange a building of this type when- 
ever possible so that no other build- 
ings or structures of any kind can be 
located adjacent to or near it. It is 
also desirable to have space adjacent 
to the building under the control of 
the company in order to allow for the 
movement of fire protection apparatus 
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and police protection to the entire 
structure. 

I am also of the opinion that the 
cost of the underground cable and con- 
duit shown in Public Service Commis- 
sion Staff Exhibit 34, listed as “not in 
use,” should be included in the orig- 
inal cost of the property provided by 
the company for public use. When a 
street is broken for the purpose of lay- 
ing and constructing an underground 
conduit system, good engineering and 
management require that more con- 
duits be laid in the trench than present 
needs require and in some instances 
more than future growth of the plant 
will require. No one can predeter- 
mine when a conduit may collapse due 
to defect in manufacturing or in laying 
or due to outside causes resulting from 
the use of the street, which collapse 
will take the conduit from one man- 
hole to the other out of use. For that 
reason, it is wise for the company to 
provide additional conduits to meet 
unforeseen hazards and to avoid the 
cost of breaking the street paving and 
digging the ditch merely for the pur- 
pose of laying another conduit that 
may be required or of repairing the 
conduit that may be broken or may 
have collapsed. Traffic in a congested 
city makes it expedient to lay the ex- 
tra conduits and allow them in the rate 
base, rather than not provide the ex- 
tra conduits and have to spend greater 
sums of money, either as a capital ex- 
penditure or as an operating mainte- 
nance expense, to provide for conti- 
nuity of service and growth in the 
system in order to provide adequate 
service. I agree that the portion of 
the Sedalia property which is rented in 
the sum of $23,438.71 should be de- 
ducted. I, therefore, find that the 
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additional sum of $910,917.26 cover- 
\ ing land, underground cable, and con- 
duit should be included, resulting in 
the sum of $158,102,379.88 as orig- 
inal cost of the company’s telephone 
plant in service used and useful in 
the state of Missouri at October 31, 
1947. 


I concur in the application of the 
separation procedure recommended by 
the executive committee of the Nation- 
al Association of Railroad and Utili- 
ties Commissioners for the allocation 
between intrastate and interstate tele- 
phone plant. 


Working Capital 


I agree with the findings of Com- 
missioners Osburn and Williams with 
reference to Working Capital. 


Current Cost New 


I concur in the opinion expressed 
above by Commissioners Osburn and 
Williams to the extent that it is not 
necessary to give serious weight to the 
evidence presented with respect to cur- 
rent cost for the purposes of this 
case. 


I do not concur in the application of 
General Order 38—A. When this Gen- 
eral Order was adopted in its pres- 
ent form in Case No. 10,723 on 
December 28, 1945, 62 PUR NS 129, 
I expressed my views in a separate 
dissenting opinion, in which I said 
that there is nothing in the language 
of the statute, § 5680, Rev Stats Mo 
1939 (applicable to telephone com- 
panies), either express or implied, or 
elsewhere in the law, which authorized 
the making of such an order. I also 
said in that case: 

rf this Commission does not 


have power to fix the rate for earnings 
upon the depreciation account. In the 
case of State ex rel. Empire District 
Electric Co. v. Public Service Com- 
mission (1936) 339 Mo 1188, 16 
PUR NS 437, 440, 100 SW2d 509, 
511, Judge Frank speaking for the 
court said: “The power of the Com- 
mission to make orders relative to the 
depreciation reserve of the company is 
conferred by statute. We must there- 
fore look to the statute to determine 
whether the Commission had author- 
ity to make the order in question. It 
has been well said that, “when a par- 
ticular power is exercised by the Com- 
mission, or is claimed for it, that 
power should have its basis in the lan- 
guage of the statute, or should be nec- 
essarily implied therefrom.” People 
ex rel. New York R. Co. v. Public 
Service Commission, 223 NY 373, 
PURI9I18F 125, 119 NE 848, 849; 
Havre de Grace & P. Bridge Co. v. 
Towers, 132 Md 16, PURI918D 
484, 103 Atl 319. Turning to the 
statute, we find that it gives the Com- 
mission power, after hearing, to make 
an order requiring the company to 
carry a depreciation reserve account 
in an amount fixed by the Commis- 
sion, subject to the regulatory control 
of the Commission.’ ” 

I have not changed my views upon 
this subject. In those cases which 
have been before us in which compu- 
tations have been made giving effect 
to the application of General Order 
38—A, and in which I otherwise have 
agreed with the findings, I have con- 
curred in the result as I have in this 
case. 
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Operating Revenues and Expenses; 
Depreciation Expenses; Traffic 
Expenses; General Services and 
Licenses; Relief and Pensions; 
Western Electric Company 
Prices; Compensation; Expenses 
Assigned to Interstate Opera- 
tions on a Station-to-Station 
Basis; Taxes 


I concur with the findings of Com- 
missioners Osburn and Williams upon 
the subjects of Operating Revenues 
and Expenses, Depreciation Expenses, 
Traffic Expenses, General Services 
and Licenses, Relief and Pensions, 
Western Electric Company Prices, 
Compensation, Expenses Assigned to 
Interstate Operations on a Station-to- 
Station Basis, and I also concur in 
what has been said under the title 
“Taxes,” except with reference to 
Commercial Expenses hereinafter dis- 
cussed. 


Commercial Expenses 


I do not agree with the disallowance 
of expenses in the sum of $22,921.02 
for advertising. This advertising in 
the form of newspaper advertisements, 
pamphlets, and bill inserts has been a 
proper means which the company has 
employed to inform its subscribers of 
its need for additional money. The 
company should have the right to pre- 
sent its problems to the public using 
its services. It is fair that the com- 
pany should be allowed a reasonable 
sum for this purpose so that its cus- 
tomers will not be misled by informa- 
tion from less authoritative sources. 


Local Exchange vs. Statewide Meth- 
ods of Rate Making 


I concur with Commissioners Os- 
burn and Williams in their finding 
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that the rates of this company should 
be fixed upon a statewide and not 
upon a local exchange basis, and I am 
in full accord with their discussion of 
this subject in the report herein. As 
stated by my associates, the evidence 
here before us is essentially the same 
as was before us in the Valuation 
Case, Public Service Commission vy. 
Southwestern Bell Teleph. Co. Nos. 
9279, 8112, 9280, 9528, 57 PUR NS 
257, decided March 5, 1945. In that 
case I concurred in the Commission 
report in adopting the principle of 
statewide method of rate making, and 
I find nothing in the record herein to 
change my views upon this subject. 
Although this matter was thoroughly 
discussed in that report, since the tes- 
timony in that case has been referred 
to in the record here, I think it proper 
to repeat and reaffirm some of the 
things which the Commission said at 
that time. The Commission in the 
Valuation Case, 57 PUR NS at pp. 
305-307, said that: 

“The net result is that the property 
of this company in Missouri today is 
not an aggregation of readily identi- 
fiable local units, but in truth and in 
fact is a homogeneous body of utility 
property which is part of a six-state 
telephone system that is operated as a 
whole. As described in this record, 
and as is well known, no local ex- 
change area in the Bell System in 
Missouri is either wholly local or lo- 
cally whole in the same sense that a 
telephone company which serves a sin- 
gle community and is independent of 
any telephone system is locally whole 
and wholly local. It seems to us that 
the facts disclosed by this record prove 
beyond a reasonable doubt that any 
method of rate making is simply not 
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feasible or effective which proceeds on 
the hypothesis that the individual who 
is served by this Company should be 
charged for the service he receives 
as much as and no more than he would 
be charged if he were being served by 
a telephone exchange which was whol- 
ly local and locally whole.” 

There it was said that: 

“ the Company proposes a 
rate structure which entirely ignores 
the local exchange area as a factor 
in the local rate and proceeds frankly 
on the theory that the local services 
which the Company renders have dif- 
ferent values to their subscribers in 
different parts of the state, depending 
on differences in the physical, indus- 
trial, commercial, social, business, and 
residential needs and conditions exist- 
ing in the respective communities 
and that these factors affecting the 
value of the telephone services vary 
as the population of the communities 
vary. 

“For illustration, the Company as- 
serts that a businessman in the city of 
Lancaster with a population of 886 
and 254 telephone stations connected 
with its exchange, should be charged 
$3 per month for the telephone serv- 
ice he receives through his business 
phone, and that a similar subscriber 
at the neighboring county seat, Kirks- 
ville, with 10,080 people and 2,725 
connected telephones, should be 
charged $4.25 per month for his busi- 
ness telephone, and that the counter- 
part in St. Louis of these two country 
businessmen should be charged $14 
per month for his local service, the 
population in the St. Louis District 
Exchange Area being very substan- 
tially more than 1,000,000 and there 
being over 250,000 connected tele- 


phone stations in that district ex- 
change area. 

“In this connection the Company 
produces statistics derived from its 
operating experience to show that not 
only is the telephone a potential means 
of communication with a greater num- 
ber of people in the larger communi- 
ties, but that as the size of the com- 
munity increases the actual daily use 
of the telephone increases as repre- 
sented by the average number of calls 
per telephone per day. For example, 
these figures show that in Lancaster, 
which is a typical small town where, 
in the ordinary course of living the 
people can and do see each other face 
to face from day to day, the average 
subscriber uses his telephone less for 
local service than does a subscriber in 
Kirksville, where the distances of the 
larger community prevent face-to-face 
communication to the extent that it 
exists in Lancaster, and that corre- 
spondingly the subscriber in Kirks- 
ville uses his telephone less than one 
in St. Louis where the subscribers are 
distributed over a large district ex- 
change area. In other words as the 
size of the community reduces the op- 
portunity for personal contacts, the 
daily use of the telephone increases.” 

The cities of St. Louis and Kansas 
City contend in this proceeding as in 
the Valuation Case that said cities 
would be required to carry a part of 
the burden of the rates of the smaller 
exchanges and that this would be dis- 
criminatory against the telephone 
users in the cities of St. Louis and 
Kansas City. I am of the opinion 
that because the telephone users of the 
cities are able to call more stations 
and receive more service within the 
metropolitan area, as well as to receive 
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many benefits from the telephone sys- 
tem as a whole, as has previously been 
pointed out, that there is no unjust 
discrimination against the city sub- 
scriber. 


Municipal License or Occupation 
Taxes 


I concur in “Ordered: 3” herein 
that the company’s proposal to add to 
its subscribers’ rates for telephone 
service in each city where the gross 
receipts tax exceeds 2 per cent the 
amount of the excess over 2 per cent, 
except in Kansas City and St. Louis 
where the tax is now 5 per cent, should 
be denied. This proposal is upon its 
face discriminatory and inequitable. I 
fully agree with Commissioners Os- 
burn and Williams that it is an unjust 
discrimination for the telephone users 
of one city to be burdened with any 
part of the taxes levied by another city. 

Commissioners Osburn and Wil- 
liams have pointed out that the city 
special taxes levied by the several mu- 
nicipalities in which the company 
serves are not uniform. Applicant’s 
Exhibit D 22 shows that in 1947 the 
city special taxes levied by the cities 
of Carrollton, Ferguson, and Kirks- 
ville were $300, respectively; that at 
Brookfield, Missouri, where a 3 per 
cent gross receipts tax was levied, the 
amount of city special taxes was $1,- 
617; that at Bowling Green it 
amounted to $150; at Boonville, 
$660; at Clayton, $3,000; at Hanni- 
bal, where a 2} per cent gross receipts 
tax was levied, $5,332; at Liberty, 
$950; at Joplin, $9,763; while in 
Kansas City the company paid a gross 
receipts tax of 5 per cent, or a total 
of $449,416; and in St. Louis, which 
also levied a 5 per cent gross receipts 
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tax, the company paid $904,516. This 
exhibit shows that the total city special 
taxes paid by the company in 1947 
amounted to $1,490,324. It is plain- 
ly inequitable, for example, that the 
telephone users of Carrollton, where 
the city special tax is $300, should 
help pay the 5 per cent gross receipts 
tax levied by the city of Kansas City 
of $449,416. Yet this is the inequita- 
ble result where there is no uniform- 
ity of special taxes and where tele- 
phone rates are made upon a statewide 
or systemwide basis. 

It is beyond the function of this 
Commission to determine the amount 
of or need for special taxes to be levied 
by municipalities. It is my view that 
where rates are made upon a statewide 
or systemwide basis city special taxes 
should be passed on and be added to 
the customer’s bill as a separate item 
so that the telephone user may be ad- 
vised what sum he is paying for tele- 
phone service and what sum he is pay- 
ing for city taxes. This plan would 
in nowise infringe upon the right of 
a municipality to levy a special tax. 
It is not in any way a restriction, but 
it would be up to each community to 
determine what tax, if any, should be 
levied. On the other hand, if this 
Commission should order all taxes 
above 2 per cent, or any other per 
cent, to be passed on to the telephone 
user, this would be an invitation, for 
the sake of uniformity and equity, to 
those communities which have less 
than 2 per cent to levy a city special 
tax of 2 per cent of the gross receipts 
whether it was needed or not for city 
purposes. If the Commission were to 
make such an order, it is conceivable 
that the amount might be raised so 
that all taxes above 3 per cent or 








abo 
to t 


app 


son 
cial 
all 

on 

the 
is 1 
Th 
ord 


8§ 
19 





‘his 
cial 
947 
\in- 
the 
ere 
uld 
pts 
rity 
ita- 


ale- 
ide 








above 5 per cent should be passed on 
to the telephone users. This does not 
appear to me to be good regulation. 
As a matter of principle, no good rea- 
son can be advanced why only city spe- 
cial taxes above 2 per cent and not 
all city special taxes should be passed 
on where there is no uniformity in 
the amount of the taxes. The solution 
is to add them to the customer’s bill. 
The power of the Commission to so 
order comes within the provisions of 
§§ 5665 and 5670, Rev Stats Mo 
1939. 


Rate of Return 


As I have stated above, this Com- 
mission throughout its more than 
thirty-five years of existence has gen- 
erally regarded 63 per cent as a fair 
return upon a proper base rate. I know 
of no good reason to change this policy. 
It is in the public interest that there 
be some certainty upon this matter 
and that the industry and investors 
know upon what they can rely. Some 
confusion has arisen in recent years 
by suggestions of changing the meth- 
ods of fixing the rate base. This has 
come about since the Federal Power 
Commission adopted the original cost 
theory in interpreting the Natural Gas 
Act, and was upheld by the United 
States Supreme Court in a majority 
opinion in the Hope Natural Gas 
Company Case in 1944, 320 US 591, 
88 L ed 333, 51 PUR NS 193, 200, 
64 S Ct 281. The Supreme Court, in 
the Hope Case as in the Natural Gas 
Pipeline Company Case (1942) 315 
US 575, 86 L ed 1037, 42 PUR NS 
129, 62 S Ct 736, left the matter of 
fixing a rate base to the administra- 
tive agencies unless the end result 
should be unreasonable or unjust. The 
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court said: “It is the product of ex- 
pert judgment which carries a pre- 
sumption of validity. And he who 
would upset the rate order under the 
act carries the heavy burden of mak- 
ing a convincing showing that it is in- 
valid because it is unjust and unrea- 
sonable in its consequences.” Under 
Missouri law present fair value is a 
proper rate base, and I do not think 
it has been improved upon by any of 
the new theories. It recognizes 
changes in the value of money. 


Conclusion 


Upon a careful consideration of all 


- the evidence presented in this case and 


with a view to the public welfare, effi- 
cient facilities, and substantial justice 
between telephone users and the com- 
pany, it is my opinion that the com- 
pany’s application should be granted. 
The Southwestern Bell Telephone 
Company is a part of the best com- 
munication system in the world, an 
achievement of our system of free en- 
terprise. Its common stock is owned 
and held by the American Telephone 
and Telegraph Company. The bene- 
fits to the average telephone user of be- 
ing a part of a nation-wide system are 
many. The benefits which come fol- 
lowing disasters such as the New Eng- 
land storm, fires, floods, or ice storms 
are perhaps most realistic when it is 
possible, because of the company’s sys- 
tem of standardization, to restore dis- 
rupted telephone service with reason- 
able promptness by sending numerous 
employees and trucks, all equipped 
alike and ready for work, from vari- 
ous parts of the country to stricken 
areas. The Southwestern Company 
enjoys the benefits of research and dis- 
coveries of some of the world’s great- 
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est scientists working at Bell Tele- 
phone Laboratories. The mobile tele- 
phone, coaxial cable, improvements in 
the telephone set, relays and switches, 
and development of substitute ma- 
terials are some examples of new 
devices, methods, and improvements 
resulting from research which is go- 
ing on for the benefit of the telephone 
user. 

For more than twenty years the 
Southwestern Company has, with few 
exceptions, made no increase in its 
rates for service. However, increased 
costs have affected its operating ex- 
penses, as they have affected the oper- 
ating expenses of every other business, 
so that its earnings have decreased 
even though its business has in- 
creased. This is shown by the exhib- 
its presented by the company. The 
company has not been able to keep 
up with its applications for service 
nor to upgrade its service in many 
places to the extent desired, although 
it has made much progress. The de- 


mand for telephone service since the 
war has been greater than anticipated. 
This company’s program includes 
comprehensive expansion of rural tel- 
ephone service as well as expansion in 
the urban areas. The extending of 
excellent telephone service to farm 
owners is an important work which 
should be done by private industry. 
This company comes to the Commis- 
sion with this application for author- 
ity to put into effect rate schedules de- 
signed to bring additional revenue to 
the company so that it can demon- 
strate an ability to earn a return suf- 
ficient to attract capital and enable it 
to carry forward its expansion pro- 
gram and improve the telephone serv- 
ice of Missouri users. Since the evi- 
dence shows that the proposed rates 
will not produce an excessive or un- 
reasonable return, it is my opinion 
that it is in the public interest and 
beneficial to the public welfare to 
grant the application. I, therefore, 
concur in the result. 








MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Restriction of Gas for Space Heating 


D.P.U. 8276 
December 10, 1948 


| yr agegars of propriety of uniform restrictive clauses re- 
lating to gas for space heating; proceedings closed. 


Service, § 146 — Gas restriction — Sufficiency of supply. 
1. Gas companies having an available supply of gas should not be required, 
by adoption of a uniform restriction on gas for space-heating purposes, to 
refuse to deliver gas to any customer regardless of the purpose for which 
the customer desires to use it, p. 63 


Service, § 146 — Gas restriction — Shortage of supply — Causes. 
2. Gas companies having some limitation on available supply should not 
apply a uniform rule restricting gas for space heating where in some cases 
the shortage exists in production equipment, while in other cases there is 
a shortage in distribution facilities, p. 64. 


Discrimination, § 11 — Interest of Commission — Gas service restriction. 
3. The only interest of the Department in a uniform rule restricting gas for 
space-heating purposes is to make sure that there is no unreasonable dis- 
crimination in furnishing gas to the general public in violation of law; the 
Department is not charged with the administration of the business of the 
gas company and such jurisdiction is outside of its powers, p. 64. 


Service, § 146 — Gas restriction — Uniform rule. 
4. The various gas companies in the state should not be required to include 
in their schedules a uniform restriction upon the availability of gas for 
space-heating purposes where the problems of gas supply are not uniform 
and no order of the Department would add to the general principles of law 
prohibiting unreasonable discrimination, p. 64. 


* 


By the DEPARTMENT: These pro- ed and presented their views to the 


ceedings were commenced by the De- 
partment upon its own motion to con- 
sider whether the Department should 
order the various gas companies in 
the state to include in their rate sched- 
ules a restriction upon the availability 
of gas for space-heating purposes 
which would contain uniform wording 
as between the various companies. 
At the hearing all of the operating 
companies in the state were represent- 


Department. 

[1] It is clear from the statements 
in the record that it is unnecessary to 
restrict the availability of gas for 
house-heating purposes in all compa- 
nies. There is no supply of natural 
gas in Massachusetts and there is none 
apparently scheduled to be available 
within the near future. Consequently, 
since all of our gas is manufactured 
and since the available supply of coal is 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


presently unlimited, it does not seem 
necessary to compel any company 
which has an available supply of gas 
to refuse to deliver to any customer 
regardless of the purpose for which the 
customer desires to use it. 

[2-4] Furthermore, it appears from 
the record that in those companies 
where there is some limitation on the 
available supply, it may be due to a 
shortage either of production equip- 
ment or of distribution equipment. 
If the shortage exists in produc- 
tion equipment, it is obvious that 
no extension of the house-heat- 
ing service should be _ permitted, 
since the general supply of gas 
throughout the territory served 
must be conserved. On the other 
hand, if the shortage is in distribution 
facilities, it is apparent that some por- 
tions of the territory can reasonably 
be supplied with fuel while other por- 
tions cannot be so supplied without ex- 
tensive capital outlays which the com- 
pany may or may not conclude to be 
feasible under present conditions. 

The only interest of this Depart- 
ment in the situation is to make sure 
that there is no unreasonable discrim- 
ination in furnishing gas to the gen- 


eral public, since such unreasonable 
discrimination is specifically forbidden 
by Chap 164 of the General Laws as 
well as under the common law. We 
do not believe the rules and regula- 
tions as filed by the various utilities 
in themselves are discriminatory as 
between the customers of any of the 
gas companies subject to our jurisdic- 
tion. It is clear to us that no order 
we can make in these proceedings 
would add to the general principles ex- 
pressed by the statute and under the 
law. The Department is not charged 
with the administration of the business 
of the gas companies, and furthermore 
such jurisdiction has been expressly 
held to be outside of its powers. See 
New England Teleph. & Teleg. Co. v. 
Department of Public Utilities, 262 
Mass 137, PUR1928B 396, 159 NE 
743, 56 ALR 784. If the administra- 
tion of the regulations on file is im- 
proper and results in unlawful dis- 
crimination, the injured party has full 
rights of appeal to us and to the courts. 

For the foregoing reasons and after 
due hearing and investigation, it is 
hereby 

Ordered: That the proceedings in 
D.P.U. 8276 be closed. 
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aT} Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information rel 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


$340,000,000 Program Proposed 
By Commonwealth Edison 


T HE Commonwealth Edison Company’s con- 
struction program, for the four-year pe- 
riod 1949 to 1952, Ry estimated to cost approxi- 
mately $340,000 

Of this amount, mt, $292,000,000 will be required 
for electric generating transmission and dis- 
tribution facilities; $31,000,000 for the con- 
struction of gas storage and distribution facili- 
ties by subsidiaries ; and $17,000,000 for general 
plant. 

The $340,000,000 of estimated expenditures 
during the next four: years. together with ex- 
penditures made in 1946, 1947, and 1948, will 
make a total postwar construction program 
of more than $500,000,000. 


Virginia Elec. & Pwr. Planning 
Largest Program in History 


IRGINIA ELectric & Power CoMPANY is 
planning the largest construction budget 
in its history—$33,150,000, according to J. G. 
Holtzclaw, president. 
This construction program will raise Vep- 
co’s total operating capacity by 120,000 kilo- 
watts. 


Southern California Edison 
Plans $20,000,000 Plant 


Govemes CALIFORNIA Epison CoMPANY 
announced recently plans to build another 
hydro-electric power plant in the High Sierra 
on the San Joaquin river at estimated cost of 
$20,000,000. 

The. plant will have two generating units 
with 84,000 kilowatt capacity. With this addi- 
tion, total company capacity in the Big Creek 
area will be more than 500,000 kilowatts. 


Barber Burner Publishes 
New Catalog 


. HE Barser GAS BurNER Company, 3704 
Superior avenue, Cleveland 14, Ohio, man- 
ufacturers of a complete line of burner units, 
controls, and pressure regulators for all gas 
appliances, and also for gas conversion pur- 
poses, announces publication of their new cata- 
log No. 49. This 36-page book contains much 
valuable information, tables, statistics, etc., of 
technical interest to engineers and installers 
of gas burning equipment. It contains some 
models recently added to the line and having 
new adaptations to various sizes of combustion 
chambers, also types of burners particularly 


adapted to LP gas, made up into complete 
assemblies with all controls and 100 per cent 
shut-off, including ‘safety pilot. 

A special detachable specification data sheet 
is bound into the catalog, making it easy for 
the customer to furnish all necessary informa- 
tion when ordering. For the convenience of 
users interested only in conversion burners and 
controls, a separate edition is available cover- 
ing this line only. 

A copy of either of these books will be 
furnished to interested parties on application 
to the manufacturer. 


Daniel U. Pinder Joins 
Ebasco Services, Inc. 


F748 SERVICES INCORPORATED announces 
the appointmerit of Daniel U. Pinder to 
its staff of business consultants. Mr, Pinder 
previously was engaged in research and ana- 
lytical work for Kalb, Voorhis & Company, 
F. J. Young & Company, Inc., and Dun & 
Bradstreet, Inc. 


Caouette Named General Mgr. 
Pittsburgh Equitable Meter 


pues G. Caouetre has been appointed 
general manager of the Pittsburgh Equit- 
able Meter Division of Rockwell Manufactur- 
ing Company. The announcement was made 
by L. A. Dixon, vice president in charge of 
meter and valve divisions, 

Mr. Caouette has had a wide and varied 
experience with Rockwell, having been pro- 
duction superintendent of the Delta Division. 
Later he became manager of Industrial Engi- 
neering for all of Rockwell Manufacturing 
Company’s plants. He has recently been gen- 
eral manager of the Red Star Products Divi- 
sion at Norwalk, Ohio. 


Winners Announced in Merit 
Award Competition 


HE judges in the Merit Award Competi- 
tion of the Third International Lighting 
Exposition, have announced the names of the 
220 winners of Gold Seal, Merit with Distinc- 
tion, and Merit Awards. The Exposition and 
Competition are sponsored by the Industrial 
and Commercial Lighting Equipment Section 
of the National Electrical Manufacturers 
Association. 
Among wored announced as winners of Gold 
Seal $100 awards are: 
In the Utility Lighting & Power Repr. 
Classification—Eugene M. Fahey and J. A 
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MAXIMUM CONTACT 
provided by V - groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 


CONDUCTOR FITTiIing S 











Hefferman, Public Service Electric & Gas 
Company, Newark, N. J., for a joint entry on 
Electrician’s Shop; Walter E, Turnbull, Pub- 
lic Service Elec. & Gas Company, Plainfield, 
N. J., joint with North Plainfield Board of 
Education, Owners & Users, Plainfield, N. J., 
for Classroom Lighting; Burdette E. Sander- 
son, Public Service Company of No. Illinois, 
Joliet, Ill., for Bank. 

In the Electrical Contractors Classification 
—John O. Kvalsten, Kvalsten Electric Com- 
pany, Inc., Minneapolis, Minn. with Donald 
Greene, Larsen & McLaren, Architects, Min- 
neapolis, Minn., for Bank; Herman G. John- 
son, Northern Power Company, Minneapolis, 
Minn., with John Christianson Electric Com- 
pany, Contractors, for Floral Shop; Wm. H. 
Rorabough, Hudson Morgan Company, Inc., 
Lynchburg, Va., for Maintenance Shop. 

In the Architects and Consulting Engineers 
Classification—J. L. Phillips, Birmingham, 
Ala., for Bank; Ernest C. Hinck, Jr., Mont- 
clair, N. J., for Office; Paul E. Keys, Du- 
quesne Light Company, Pittsburgh, Pa., with 
Hymen Rosenberg, Architect, Pittsburgh, Pa. 


Idaho Power Proposes A 
$20,000,000 Program 


DAHO Power Company plans to spend 

$20,000,000 on new construction in 1949 and 

an additional $30,000,000 in the next four years, 
according to T. E. Roach, president. 

This year’s program, the largest in the com- 
pany’s history, will almost equal the $28,000,- 
000 spent to enlarge and expand its facilities 
since the end of the war. The expansion pro- 
gram has added 39,000 kilowatts to Idaho 
Power’s generating capacity in the past three 
years, with even larger gains envisioned for 
the 1949-1950 period. An additional 140,000 
kilowatts of generating capacity will be placed 
in operation in these two years, Mr. Roach 
predicts. 


Boston Edison Co. to Spend 
$78,000,000 on Construction 


HE Boston Eprson Company plans to 

spend $78,000,000 on new construction 
during the next five years, James V. Toner 
disclosed recently. 

A total of $29,000,000 will be used to increase 
generating capacity and the rest will be spent 
to extend and improve the company’s transmis- 
sion and distribution systems, according to 
(Mr. Toner. 


Plans to Spend $52,800,000 
In Next Four Years 


EW YorK State Execrric & Gas Corpo- 

RATION is scheduled to spend $52,800,000 
on a construction and expansion program in 
the next three years, Ralph D. Jennison, chair- 
man, announced recently. 

One of the long-range projects is a new 
transmission line connecting the De Pew- 
Lancaster area with the Dansville area. No 
time has been set for actual construction. 
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You can depend o pe ‘on the job” and 
working their way even under dificult conditions. Check your power 
problems with your International Industrial Power Distributor. He’ll 
show you how to apply productive International Power to your projects. 


Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 


Chicago 1, Illinois 


Listen to James Melton and ‘'Harvest of Stars'' every Sunday, NBC. 


CRAWLER TRACTORS 
INTERNATIONAL 222%: 

DIESEL ENGINES 

POWER UNITS 
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RVING Trust’s Public Utilities Department has 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 


This special department is headed up by men 
whose practical experience in the utilities field 
qualifies them to offer a sovind, understanding, 
realistic approach to your problems. 


TOM P. WALKER —Vice President in charge 
JOHN F. CHILDS—Assistant Vice President 


ty 
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ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


WituiaM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
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It provides substantial construction! ... All-around 
simplicity! . . . Improved contact design! . . . Minimum 
number of moving parts! . . . Simple and powerful blade 
actuating mechanism! 


All these advantages contribug€ to ease of operation and 
insure long trouble-free servj 














A fully controlled blade Mov, 
oVve- 


ment turns th 
Contacts ang © blade free of 
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YOU REDUCE THE COSTLY “DOWN-TIMES’ 
TO THE ABSOLUTE MINIMUM... 


CLEVELANDS rugged, all-welded frame and boom, made from the finer, 
tougher steels, absorb the strains and shocks of the roughest going, keep- 
ing the drive and other units in alignment at all times and reducing to rock 
bottom hold-ups for major repairs. In CLEVELANDS there’s a roller or ball 
bearing on guard at every vital point to prevent wear and breakage. 
Unit-type construction assures quick, easy field repairs when necessary. 
These are but a few of the many time and money saving characteristics 
built into CLEVELANDS that have made them profitable investments. 


AND TRENCHER oe 


THE CLEVEL 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


| never thought of floors in relation to earning power” 





HERE'S WHAT THE ARCHITECT SHOWED 
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Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 see- 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion 

not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts — hole, takes literally only a few minutes. 


No muss with trenches. Tenants can have 
H. H. ROBERTSON COMPANY 
2424 Farmers Bank Byilding, Pittsburgh 22, Pennsylvania 
Factories in Ambridge, Pa., Hamilton, Ont., Ell port, Englond 


Offices in $0 Principal Cities 9? >) World-Wide Building Service 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO * MILWAUKEE SAN FRANCISCO 


aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 ° 


~ Ford, Bacon & Davis 


: © 
VALUATIONS Eng CONSTRUCTION 
REPORTS INeers RATE CASES 

NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 




















GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 


Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Houston Original Cost Accounting 


Feed Water Treatment Philadelphia @ Washington Accident Prevention 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 








Atlanta Knoxville Philadelphia San Francisco 





Mention the Fortnicutty—It identifies your inquiry 














12 

























194@HMarch 31, 1949 Public Utilities Fortnightly 29 
PROFESSIONAL DIRECTORY (continued) 


—— HENKELS & McCOY 














> Electric & Telephone Line Construction Company 
“qumame UmaneeeeD eg hn tra saneneas, cnsren 
CHBMIOCAL CONTROL 
7 CONSTRUCTION MAINTENANCE PHILADELPHIA TREB TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. ¢ Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 


























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











ie \ hi u alji Lan lopourion 

















ENGINEERS CONSTRUCTORS 
“ WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 
7 LOEB AND EAMES 
Public Utility Engineers and Operators 


Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











} N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — ee AND ECONOMIC STUDIES 
120 Broadway New York 
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CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Beston 10, Mass. “<= Washington, D. C. 











Pioneer Service Reneeneseang Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











DESIGNING * ENGINEERING * CONSTRUCTION 
PIPING * EQUIPMENT ¢ SURVEYS ¢ PLANS rl ( abe 


Complete Plant Additions or Installations 
Jetail geared to mor profitable operation 


ENGINEERS «© CONSTRUCTORS © MANUF 








ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








BOS 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
raelds, Refuse inolneraters: Industrial Buildings 
atrguits, Retese Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals a. Fn 


en design ad sport "Dtility , t-F 


4706 BROADWAY 


KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., Cricaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


A. S. SCHULMAN ELgEctric Co. 


Contractors 


TRANSMISSION LINES—UNbDERGROUND DrstrRi- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Cricaco 








W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MicHicAN AveNnusg, CHIcaco 





UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON 


NEW YORK 








WESTCOTT & MAPES, ine. 
ARCHITECTS & ENGINEERS 
INVESTIGATIONS © REPORTS 
DESIGN °©¢ SUPERVISION 
New Haven, Connecticut 
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The Fortnightly lists below the advertisers in this issue for ready ete 
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THE ONLY VERTICAL 
BOOM DITCHER 


digs clean—leaves 


Here's an exclusive ditcher feature that saves 
a lot of hand labor. The Barber-Greene’s verti- 
cal boom digs straight down, right up to walks, 
foundations, underground piping and mains, 
etc. There’s no ramp to run up digging costs. 

Closely spaced, self-cleaning ‘‘kick out’ 
buckets, traveling at high rate of speed, cut like 
a milling machine . . . leave a clean-walled 
trench. It's this efficient operating principle that 
gets the B-G Ditcher through materials as tough 


www w 
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LOADERS 


BARBER~+- GREE 





+ 
PORTABLE CONVEYORS 





PERMANENT CONVEYORS 


no ramp ; discharges on either side 


NET COMPANYS AURORA, ILLINOIS 


Ge <hga 








44158 


as coral rock — down to 8 feet, 3 inches; widths 
up to 24 inches. Feeding speeds range from 10 
inches to 8 feet per minute. 

An adjustable spoils conveyor discharges on 
either side, and the automatic overload release 
protects both the machine and hidden objects. 

Find out how this compact, maneuverable, 
easily controlled unit can keep your trenching 
costs down .. . and what varied work it will 


perform. 87A 
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COAL MACHINES BITUMINOUS PLANTS 

















and have gained more system capacity in less time and at les 


cost than we could have in any other way” 


The Brockton Edison Company has this to say 
about capacitors: 


“By 1941, rapid increase in loads indicated a need 
for major system improvements. More system carrying 
capacity was needed. Voltage control requirements 
were increasing and additional voltage taps on our 
transmission transformers appeared necessary. 

“Capacitors were considered along with other 
methods for increasing carrying capacity. We had 
three installations, the oldest dating from 1920, so we 
knew they were reliable. A system study showed this: 
widespread installation of capacitors would give us 
better voltage regulation and more carrying capacity 
than any other plan we were considering. Capacitors 
would cost less, could be delivered faster, and could be 
installed more easily. And they could be purchased a 
group at a time, as we needed them. 

“With the installations made last year, we now have 
34 kvar in capacitors for every 100 kva of system peak 
load. All are automatically switched in pole-mounted 
groups, located at the load center of distribution 
feeders. In our program, time clocks are used to control 
the switching of each individual installation, so that the 
system benefit from the locally supplied kilovars does 


THE BROCKTON EDISON C@ 


not depend on temporary conditions on_ individ 
feeders. 

“We now have more peak-load capacity, less voltag 
drop and lower distribution and transmission loss 
than any of our other proposals could have provid 
The total cost for these capacitors has been lower 
the expenditure which otherwise would have be 
necessary.” 





General Electric Company, Schenectady 5, N. Y. 
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